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Honorable  Olin  E.  Teague 
^  Chairman 

Committee  on  Science  and  Technology 
U.  S.  House  of  Representatives 
Washington,  D.  C. 

Dear  Mr.  Chairman: 

I  am  transmitting  herewith  a  report  prepared  by  the  Congressional 
Research  Service  pursuant  to  a  joint  request  by  myself  and  Representa- 
tive Robert  Leggett,  Chairman,  Subcommittee  on  Fis^leries  and  Wildlife 
Conservation  and  the  Environment,  Committee  on  Merchant  Marine  and 
Fisheries. 

The  Fisheries  and  Wildlife  Conservation  and  the  Environment 
Subcommittee  joined  with  our  Environment  and  Atmosphere  Subcommittee 
on  July  31,  1975,  concerning  a  study  of  the  need  for  legislation  to 
improve  long-term  Federal  policy  planning.     The  study  is  being 
jointly  performed  by  the  General  Accounting  Office  and  the  Congres- 
sional Research  Service. 

The  long-range  planning  activities  of  selected  key  Federal 
agencies  and  several  private  institutions  are  being  examined  and 
evaluated.     In  addition,  the  multi-phased  work  effort  has  been  designed 
to  coitpare  and  analyze  selected  models  of  structures ,  processes ,  and 
mechanisms  for  long-range  policy  planning  in  Government  as  well  as  to 
evaluate  selected  forecasting  methodologies  used  to  identify  future 
issues . 

This  study  is  an  outgrowth  of  several  House  bills  which 
address  the  need  for  objective  and  impartial  long-term  strategic 
policy  analysis  and  development  of  alternative  solutions.  For 
example,  my  Siobcommittee  held  five  days  of  hearings  on  H.R.  35, 
the  Environmental  Research  Centers  bill,  which  is  concerned  with  the 
same  broad  objectives  as  embodied  in  this  study.     Although  the  res- 
pective bills  have  emphasized  specific  environmental  and  science 
policy  information  needs,  the  GAO-CRS  study  is  broader  in  scope. 

The  two  Subcommittees  had  a  joint  briefing  on  the  progress  of 
this  study  on  March  31.     Congressman  Robert  Leggett,  Chairman  of 
the  Fisheries  and  Wildlife  Conservation  and  the  Environment  Subcom- 
mittee, and  I  are  planning  to  hold  joint  oversight  hearings  in  May 
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Chairman  Teague 
April  23,  1976 

Page  Two 

to  receive  testimony  of  witnesses  who  will  be  invited  to  submit 
their  recommendations  and  suggestions . 

The  purpose  of  this  document  is  to  provide  working  background 
papers  for  the  May  hearings.     I  have  found  that  preparation  of  such 
background  papers  facilitates  the  hearings  by  informing  Members  of 
the  broad  framework  of  previous  work  in  the  area.     Such  a  paper  also 
aids  witnesses  in  preparing  their  testimony. 

Reports  of  the  GAO  portion  of  the  study  will  be  printed  by 
the  Merchant  Marine  and  Fisheries  Committee. 

Mr.  Chairman,  I  commend  this  report  to  you  and  other  Members 
of  our  Committee . 


Sincerely, 


Environment  and  the  Atmosphere 


GEB:RB:ss 


The  Library  of  Congress 

Congressional  Research  Service 
Washington,  D.C.  20540 


LETTER  OF  SUBMITTAL 


Honorable  George  Brown,  Chairman 
Subcommittee  on  Environment 

and  the  Atmosphere 
Committee  on  Science  and  Technology 
U.S.  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Mr.  Chairman: 

I  am  pleased  to  transmit  to  you  this  report  entitled 
"A  Review  of  Long-Range  Planning  Institutions,"  which  was 
prepared  by  the  Congressional  Research  Service  pursuant  to  a 
joint  request  from  you  and  from  Rep.  Robert  Leggett,  Chairman, 
Subcommittee  on  Fisheries  and  Wildlife  Conservation  and  the 
Environment,  Committee  on  Merchant  Marine  and  Fisheries,  U.S. 
House  of  Representatives. 

The  report  is  a  compilation  of  four  studies.  The 
first,  prepared  by  Susan  R.  Abbassi  of  the  Environmental  Policy 
and  Natural  Resources  Division,  is  a  survey  of  significant  pro- 
posals for  the  creation  of  institutions  for  environmental 
research  and  planning.    The  second,  prepared  by  Clay  H.  Wellborn 
and  John  Ridley  of  the  Government  Division,  presents  a  comparative 
analysis  of  historical  and  proposed  institutions  for  improving 
the  capacity  of  the  Federal  Government  to  conduct  long-range, 
comprehensive  policy  planning  and  strategic  assessment.  The 
third  study,  which  was  prepared  by  Clay  H.  Wellborn,  discusses 
selected  aspects  of  long-range  planning  in  the  private  sector 
and  assesses  the  implications  of  corporate  planning  for  long-range 
planning  in  the  Federal  Government.    The  fourth  study,  prepared 
by  Dennis  L.  Little,  Marvin  Kornbluh,  William  L.  Renfro  and 
Keith  Alan  Bea  of  the  CRS  Futures  Research  Group,  reviews  the 
role  of  forecasting  in  long-range  planning. 
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INTRODUCTION 

This  docximent,  which  is  a  compilation  of  four  studies  prepared  by 
the  Congressional  Research  Service  at  the  joint  request  of  the  Chairman 
of  the  Subcommittee  on  Environment  and  the  Atmosphere  of  the  House  Com- 
mittee on  Science  and  Technology,  and  the  Chairman  of  the  Subcommittee 
on  Fisheries  and  V^ildlife  Conservation  and  the  Environment  of  the  House 
Committee  on  Merchant  Marine  and  Fisheries,  is  one  in  a  series  of  Con- 
gressional doc\3inents  dealing  with  the  problem  of  long— raiige  planning  and 
strategic  policy  assessment  in  the  Federal  Government. 

There  are  increasingly  frequent  calls  both  in  and  out  of  Congress 
for  the  Federal  Government  to  expand  its  policy  planning  horizons  beyond 
short-^;erm  immediate  problems  and  to  consider  long-term  issues,  issues 
that  demand  decisions  which,  although  taken  today,  will  shape  the  future 
social,  economic,  and  physical  environment  of  o\ir  nation.    Many  observers 
assert  that  although  we  generally  recognize  that  today's  decisions  shape 
otir  futiire,  we  do  not  have  adequate  governmental  capacity  to  systematically 
assess  the  future  implications  of  present  trends  or  to  design  and  evaluate 
alternate  courses  of  action  to  avoid  future  problems  or  to  realize  futxire 
opportunities. 

Congressional  interest  in  strengthening  Governmental  capacities  for 
dealing  with  the  future  can  be  seen  in  the  Legislative  Reorganization  Act 
of  1970,  which  augmented  the  policy  analysis  and  program  evaluation  mandates 
of  the  Congressional  Research  Service  and  the  General  Accounting  Office,  and 
which  stressed  the  need  for  a  futures  orientation  in  assessing  legislation. 
The  continuing  Congressional  interest  can  be  seen  as  well  in  the  creation 
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of  the  Cffice  of  Technology  Assessment  and  in  the  new  Congressional 
biidget  process.    Proposals  for  further  improvements  continue  to  be  made, 
Le£;islation  has  been  introduced  in  both  houses  of  Congress  to  establish 
an  economic  planning  capability  in  the  Federal  Government.    There  are 
also  legislative  proposals  before  the  Congress  to  establish  an  institution 
for  environmental  planning  and  to  establish  an  Cffice  of  Regulatory  Policy 
Oversight.    Also  introduced  in  legislative  form  have  been  proposals  to 
establish  a  process  for  formulating  balanced  national  grovrth  and  develop- 
ment policy  ajid  to  create  a  Department  of  Social,  Economic,  and  Natural 
Resources  Planning;  and  the  Senate  Committee  on  Government  Operations 
has  recently  conducted  a  symposium  to  discuss  the  need  for  improved  pro- 
cesses to  set  national  goals  and  objectives  and  to  devise  policies  and 
programs  to  pursue  those  goals  and  objectives.    Althoiigh  each  of  the 
legislative  proposals  must  be  judged  on  its  ovm  merits,  the  increasing 
Congressional  attention  to  the  problem  of  national  planning,  strategic 
policy  assessment,  and  the  establishment  of  national  goals  and  objectives 
is  a  clear  indication  that  national  long— range  planning  is  a  public 
issue  surfacing  for  debate. 

The  Planning  Issue 

Cvirrent  proposals  to  establish  improved  policy  planning  processes 
in  the  Federal  Government  have  been  formulated  in  response  to  a  variety 
of  perceived  societal  problems.    The  proposals  do  not  call  for  the  creation 
of  static,  inflexible  national  plans  that  would  be  blueprints  for  con- 
trolling all  important  aspects  of  national  life  and  activity.    Those  that 
call  for  some  form  of  plan,  whether  expressed  as  a  set  of  targets  or 
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throii^h  the  use  of  maps  to  guide  physical  development,  provide  for  fre- 
quent and  re^lar  revision  and  updating.    The  emphasis  of  the  proposals 
is  to  improve  the  planning  process  through  which  national  decisions  with 
long-range  implications  are  made,  not  to  prepare  cast-in-concrete  master 
plans. 

The  classic  model  of  rational,  comprehensive  planning  includes  the 
following  elements: 

1.  Identification  of  goals  and  objectives; 

2.  Desj-gn  of  alternative  policies  and  courses  of 
action  to  achieve  the  objectives; 

3.  Assessment  of  the  costs  and  benefits  of  each 
alternative  in  terms  of  the  primary  objectives  and 
in  terms  of  secondary  effects — ^both  short  and  long 
term; 

4.  Selection  of  the  most  desirable  policy  or  course 
of  action; 

5.  Implementation  of  the  selected  policy  or 
course  of  action;  and 

6.  Monitoring  the  results,  and  evaluating  progress 
toward  the  stated  objectives,  with  alertness  for  un- 
expected secondary  impacts. 

This  classic  model  leaves  out  some  important  elements,  however. 
It  does  not  include  the  functions  of  (I)  foresight,  which  consists  of 
continually  scanning  the  national  and  international  situation  to  recog- 
nize signs  of  potential  problems  or  opportunities,  and  (2)  using  the 
full  range  of  forecasting  techniques  to  project  possible  futiire  adverse 
consequences  of  cvirrent  policies  and  trends. 

The  planning  issue  is  far  from  being  non-controversial.  Recent 
legislative  proposals  have  generated  strong  reactions  in  their  favor 
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and  in  opposition.    Although  this  is  not  the  appropriate  place  for  a  full 
discussion  of  the  pros  and  cons  of  lon^range  national  planning,  some  of 
the  central  elements  of  the  arguments  on  both  sides  of  the  planning  issue 
should  be  mentioned. 

Selected  Arguments  in  Favor  of  Long-Range  Governmental  Planning 

Although  there  are  many  day-to-day  problems  for  which  policies  and 
governmental  actions  must  be  devised  and  for  which  short^erm  decisions 
must  be  made,  many  of  the  crucial  issues  that  require  decisions  today 
have  implications  for  the  future.    Careful  long-range  plajining  and  as- 
sessment of  these  future  impacts  are  required  if  we  are  to  avoid  serious, 
if  not  catastrophic,  difficulties  in  the  future. 

Establishing  national  goals  and  objectives  is  essential  if  we  as 
a  nation  are  to  grow  and  develop  in  ways  that  will  ensure  a  satisfying 
quality  of  life  for  ourselves  and  our  posterity.    At  present  we  have  no 
way  to  develop  ajad  analyze  alternative  national  goals  and  objectives. 
Our  policy  making  processes  therefore  lead  to  conflicting  and  overlapping 
governmental  actions.    Long-range  planning  is  reqtdred  to  help  us  clarify 
national  goals  and  objectives,  to  design  sets  of  goals  and  objectives  that 
are  attainable,  and  to  provide  the  basis  for  more  rational  governmental 
decision  making. 

The  free  market  is  a  well-recognized  mechanism  for  the  rational 
allocation  of  scarce  resources  among  competing  uses,  but  in  spite  of  its 
virtues  it  has  its  imperfections.    Among  these  imperfections  are  its 
inability  to  handle  the  problems  of  indivisibilities  and  externalities. 
Because  of  its  imperfections,  some  form  of  intervention  in  the  operation 
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is  often  required  for  the  satisfaction  of  social  needs.    Such  intervention, 
be  it  in  the  form  of  governmental  programs  or  governmental  regulatory 
activity  (already  part  of  the  American  governmental  system),  must  be  care- 
fully planned  if  the  desired  ends  are  to  be  met. 

The  Federal  Government  operates  through  many  different  agencies, 
each  with  its  own  mission.    Often  the  activities  of  these  agencies  can 
operate  in  mutual  support  to  achieve  social  purposes;  but  they  can  often 
conflict  to  impede  the  achievement  of  those  p\irposes.    Planning  is  re- 
quired to  achieve  interagency  coordination  to  ensuxe  that  mutual  support 
is  the  rule  rather  than  conflict. 

Selected  Ar^sruments  Against  Long-Range  Governmental  Planning 

Opponents  of  national  planning  assert  that  governmental  planning  and 
tampering  with  the  operation  of  the  free  market  has  led  to  major  inefficiencies 
in  the  economies  of  this  and  other  nations.    Large  scale,  long-^erm  national 
planning, insofar  as  plans  are  implemented,    must  so  distort  the  market  sys- 
tem as  to  make  it  worthless  as  a  guide  to  relative  value  and  distribution 
of  goods  and  services. 

Opponents  also  argue  that  national  planning  has  not  v;orked.    The  experi- 
ence of  some  socialist  countries,  v/here  planning  was  substituted  for  the  free 
market,  is  leading  them  to  gradually  reintroduce  the  use  of  competition  and 
the  profit  motive — ^basic  elements  of  the  market  system—^o  improve  the  ef- 
ficiency of  their  economic  systems  and  to  stimulate  the  production  of  a 
v:ider  variety  of  goods  and  services.    In  the  United  States  during  the  Nev/ 
Deal  era,  national  planning  and  the  associated  governmental  intervention 
in  the  socio-economic  system  of  the  nation  by  way  of  now-dismantled  Nev; 
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Deal  bureaucracies  allegedly  demonstrated  the  unsatisfactory  natxire  of  national 
planning.     It  simply  did  not  v;ork,  its  detractors  assert. 

Governmental  agencies  have  their  individual  mandates,  their  individual 
missions.    Sometimes  these  are  defined  in  terms  of  fimction,  sometimes  in 
terms  of  service  to  specified  sectors  of  American  society.     If  the  output 
of  national  planning  is  to  he  implement able,  the  entire  structure  of  the 
bureaucracy  ;.'ould  probably  require  radical  redesign,  as  V70uld  the  committee 
structure  of  Congress.    Such  redesign  would  probably  be  so  disruptive  that 
any  expected  benefits  of  national  planning  v;ould  not  be  realized. 

The  foregoing  arguments  against  national  planning  aside,  the  ideal  of 
comprehensive,  rational  policy  planning  sets  a  standard  tfiat  is  not  achiev- 
able.   Though  policy  decisions  must  alv/ays  be  made  ;;ith  a  view  tov;ard  their 
future  impacts,  v;e  do  not  sufficiently  understand  tlie  dynamics  of  our  complex 
socio-economic  system  to  identify  the  v;ays  it  responds  to  changing  public 
policies.    Our  forecasting  techniques,  though  promising  and  often  helpful, 
are  net  entirely  adequate  as  bases  for  long^erm,  large-scale  public 
commitments,  planning  opponents  v;ould  argue.    'Je  can  at  best  deal  with  problems 
as  they  arise  or  as  v;e  foresee  the  probability  of  their  arising.    These  human 
limitations,  together  with  the  pluralistic  nature  of  iunerican  society,  vjith 
its  constitutional  limitations  on  centralized  governmental  powers,  require 
that  OTor  public  policy  decisions  be  made  in  an  incremental,  largely  decentralized 
and  problem-preventing  and  problem-solving  system. 

Purpose  of  This  Document 

The  studies  compiled  in  this  doc\ament  are  not  aimed  at  resolving  the 
conflicts  betv;een  the  pro-planning  arguments  and  the  anti-planning  arguments. 
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Stron^^  cases  can  be  made  on  both  sides  of  the  issue.    These  studies  do  not 
address  the  issue  of  v;hether,  or  to  what  degree,  planning  at  the  national 
level  is  desirable.    The  function  of  the  document  is  not  to  advocate  in  favrr 
or  or  against  national  plaiining.    Rather  it  describes  a  number  of  the  poten- 
tial alternative  approaches  that  might  be  worthy  of  Congressional  considera- 
tion.   It  also  reviews  a  number  of  long-range  forecasting  tools  that  may  be 
of  use  in  coming  to  grips  with  major  long-range  national  policy  problems  and 
opportunities. 


70-315  O  -  76  -  2 
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SURVEY    0  F     INSTITUTIONAL    APPROACHES    T  0 
ENVIRONMENTAL  RESEARCH 
AND  PLANNING 
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INTRODUCTION 

Since  the  surge  of  interest  in  environmental  problems  which  occurred 
in  the  late  1960's,  the  issue  of  organizing  to  produce  or  facilitate  environ- 
mental planning  and  research  hasbeenthe  focus  of  much  concern,  especial- 
ly with  respect  to  the  need  for  long-range  perspective  in  these  areas. 
During  1968  and  1969,  the  years  in  which  the  National  Environmental  Policy 
Act  was  debated  and  passed,  several  major  studies  were  done  onthe  question 
of  institutional  needs  in  environmental  planning  or  research.  The  inade- 
quacy of  the  current  organizational  framework  was  a  recurrent  theme  in 
these  reports. 

Among  these  was  the  study  of  the  Environmental  Study  Group  of  the 
Environmental  Studies  Board  of  the  National  Academy  of  Sciences,  with 
its  resulting  report,  "institutions  for  Effective  Management  of  the  Environ- 
ment,'' issued  in  January  1970.  ='7  It  recommended  a  five-pronged  insti- 
tutional approach,  including  a  policy -oriented  Institute  for  Environmental 
Studies,  a  Board  of  Environmental  Affairs  much  like  the  present  Council 
on  Environmental  Quality,  a  Joint  Committee  on  the  Environment  in  the 
Congress,  a  Federal  monitoring  and  data  program,  and  National  Laboratory 
for  the  Environmental  Sciences.  The  Ecological  Society  of  America  issued 
a  report  entitled  "National  Institute  of  Ecology:  An  Inquiry"  which  also 
recommended  similar  institutional  approaches.  "  '''-'7 

2^/   National  Academy  of  Sciences,  Environmental  Study  Group  of  the  Environ- 
mental Studies  Board.  "   Institutions  for  Effective  ^Management  of  the  Environ- 
ment. "    National  Academy  of  Sciences  /National  A  cademy  of  Engineering. 
Washington,  D.  C.  January,  1970. 

1   Ecological  Society  of  America  and  Peat,  Marwick,  IVIitchell  and  Compa- 
ny.   "National  Institute  of  Ecology:    An  Inquiry.  "    A  study   supported  by  a 
National  Science  Foundation  Grant.    March  25,  1970. 
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Alost  of  these  institutional  approaches  were  embodied  in  proposals  that 
were  forwarded  in  the  early  19  70's.     These  proposals  include  such  con- 
cepts  as      a  policy  oriented   environmental  studies  institute;  national 
environmental  laboratories;  university -associated  State  and  regional  environ- 
mental centers;  foundation -Government  institutes;  and  a  national  data  bank 
system.     This  interest  in  better  organizational  approaches  was  evidenced 
in  1970  inthe  establishment  of  the  Council  on  Environmental  Quality  (CEQ)  in 
the  National  Environmental  Policy  Act  (NEPA),  the  creation  of  the  Environ- 
mental Protection  Agency  (EPA)  by  reorganization  plan,  and  the  consolidation 
of  scientific  and  data -gathering  functions,   also  by  reorganization  plan  in 
the  National  Oceanic  and  Atmospheric  Administration  (NOAA). 

Both  the  several  proposals  and  the  establishment  of  these  environ- 
mental entities  sprang  up  at  roughly  the  same  time.  Some  overlapping  of 
goals  occurred,  but  the  proposals  described  in  this  report  are  representa- 
tive of  the  basic  concepts  advanced  along  these  lines,  and  were  perceived 
by  their  proponents  as  separate  efforts  which  could  productively  co -exist. 

In  all  cases,  the  necessity  for  long-range  planning  which  would  avoid 
the  piecemeal  responses  of  past  environmental  policies  and  laws  was  in- 
tegral to  the  purpose  of  the  institutional  approaches  under  discussion.  The 
environmental  awareness  of  the  late  1960 's  brought  forth  a  new  realization 
of  the  pervasiveness  of  environmental  problems  --  and  with  it,  the  reali- 
zation that  effective  policies  could  only  be  born  and  carried  out  in  insti- 
tutions with  the  capability  to  look  beyond  the  moment.  Such  institutions 
were  seen  to  need  both  excellent  data  gathering  capacity  and  a  comprehen- 
sive perspective,  in  order  to  bring  these  to  bear  on  policies  which  would 
have  lasting  effectiveness  in  solving  existing  environmental  difficulties  and 
avoiding  future  ones. 
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NATIONAL  ENVIRONMENTAL  POLICY  INSTITUTE 
The  Concept 

The  concept  of  an  institute  for  environmental  studies  and  policy 
analysis  which  would  be  independent  of  direct  Government  control,  yet  linked 
to  the  Federal  establishment  by  both  personnel  and  financial  involvement, 
originated  early  in  both  the  academic  and  Administration  discussions  of 
how  to  create  the  necessary  organizational  structure  for  meeting  the  newly 
perceived  environmental  crisis.  It  was  a  key  component  of  the  National 
Academy  of  Sciences  (NAS)  study  on  "institutions  for  Effective  Management 
of  the  Environment,  "  and  very  nearly  was  established  by  administrative 
action.  Failing  this,  it  was  embodied  in  legislation  introduced  in  the 
92nd,   93rd,  and  94th  Congresses,  and  has  been  the  subject  of  hearings. 

As  proposed   in  this  legislation,  the  non-profit  Institute  would  be 
incorporated  bythe  Director  of  the  National  Science  F'oundation,  the  Chair- 
man of  the  Council  on  Environmental  Quality,  the  Administrator  of  the 
Environmental  Protection  Agency,  and  the  Chairman  of  the  Board  of 
Directors  of  the  Inter-American  Institute  of  Ecology. 

It  would  have  an  eleven -member  Board  of  Directors,  including  the 
incorporators,  two  members  appointed  by  the  President  with  advice  and 
consent  of  the  Senate,  with  expertise  in  environmental  problems,  and  five 
members  appointed  by  the  Comptroller  General  with  advice  and  consent 
of  the  Senate,  to  represent  respectively  interests  of  environmental  expertise, 
consumer  affairs,  labor,  industry,  and  technology  assessment  or  systems 
analysis.  A  President  of  the  Institute  would  be  selected  by  the  Board, 
with  such  other  officers  as  would  be  required.  Between  200  and  300  professionals 
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would  be  expected  to  staff  the  Institute,  with  backgrounds  in  various  physical 
and  social  science  disciplines. 

Funding  of  the  Institute  would  be  approved  in  the  legislation  at  the  rate 
of  SIO  million  each  year  for  five  years,  with  matching  funds  available  for 
amounts  received  from  non -Federal  sources  upto  $5  million  for  each  year. 

A  key  characteristic  of  the  Institute  was  to  be  its  independence  of  both 
Government  and  private  enterprise  in  its  policies  and  decision-making. 

The  "Findings"  section  of  the  proposed  legislation  states: 

(1)   There  is  a  need  for  objective  and  impartial  strategic  policy 
analysis,  including  a  broad  program  of  research    and  for  the  identi- 
fication and  development  of  alternative  solutions  to  existing  and  emerging 
environmental  problems,   to  be  conducted  by  an  appropriate  institute 
which  is  independent  of  government  and  private  enterprise; 

(?)  such  an  institute  should  be  the  center  for  systematic  environ- 
mental problem  solving  and  policy-oriented  research  conducted  on  a 
broad,  interdis ciplinary  basis ; 

(3)  such  an  institute  should  be  available  to  local.  State, and  Fed- 
eral governmental  agencies  and  the  Congress  to  assist  in  the  assess- 
ment, development,  and  presentation  of  policy  alternatives,  but  should 
have  the  freedom  and  independence  to  extend  its  studies  to  matters 
other  than  those  specified  by  its  governmental  sponsors;  and 

(4)  it  is  a  responsibility  of  the  Federal  Government,  in  conjunc- 
tion with  appropriate  charitable  foundations,  to  establish,  assist,  en- 
courage, and  assist  in  the  funding  of  such  an  independent  institute.  "*_/ 

The  Institute  would  have  these  duties: 

--  development  and  analysis  of  policy  alternatives  for  dealing  with  the 

environmental  problems,  using  a  systematic  interdisciplinary  approach 
--  identification  and  development  of  methods  and  procedures  through 

which  presently  unquantifiable  environmental  values  may  be  given 

consideration  in  policy  evaluation; 
--  making  advice  and  information  it  developed  available  to  Congress, 

and  to  other  government  agencies; 


H.R.  14468  of  the  93rd  Congress,  Sec.  302  (b). 
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--  undertaking  contract  studies  for  Federal  agencies  which  involve 
problems  of  environmental  policy  analysis  of  regional  or  national 
significance; 

--  identifying  areas  where  additional  environmental  research  and  data 
collection  are  needed;     and  reviewing  on  a  continuing    basis  the 
national  capability  and  programs  in  technology  assessment; 
--  supporting  laboratory  research  and  the  biome  modeling  and  synthesis 

research  programs  of  the  Institute  of  Ecology. 
The  basic  rationale  for  an  independent  entity  such  as  this  was  based 
on  the  statement   in  the  "Findings"  section  of  the  bill  that  "as  presently 
constituted,   local.   State  and  Federal  governments  do  not  have  an  adequate 
capacity  to  analyze,  integrate,  and  evaluate  the  growing  body  of  environ- 
mental research  now  underway,  "  nor  do  they  have  the  capacity  for  development 
of  new  or  restructured  governmental  policies  and  programs  for  environ- 
mental concerns;      further  it  states:     "there  are  no  existing  independent, 
nongovernmental  institutions  capable  of  adequately  performing  these  func- 
tions in  an  objective  and  comprehensive  manner  on  a  full-time  basis.  " 

Upon  introducing  the  bill  (H.  R.  14468)  in  the  93rd  Congress,  Congressman 
John  Dingell  explained  that  its  purpose  was  to  provide  a  forum  for  developing 
national  long-term  stategies;  to  stand  back  from  day-to-day  issues  and 
project  issues  coming  in  the  more  distant  future.  For  example,  he  said, 
the  Environmental  Institute  would  have  been  able  to  predict  much  about  the 
dimensions  of  the  energy  crisis  before  it  happened. 

The  key  issue  in  designing  such  an  Institute,  Mr.  Dingell  noted,  is  to 
make  it  independent  enough  to  be  credible  while  being  close  enough  to  the 
decision -making  process  to  be  relevant.    His  bill,  H.R.  14468,  would  have 
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created  the  federally  chartered  corporation  described  above.    xA.ll  its  studies 
would  be  made  public,  and  it  would  prepare  an  annual  report. 

History  and  Progress  of  the  Institute  Concept 

The  background  of  the  policy  institute  concept  goes  back  several  years, 
to  1968-69,  when  the  National  Academy  of  Sciences'  Environmental  Study 
Group  of  the  Environmental  Studies  Board  undertook  a  study  which  culmi- 
nated in  the  January  19  70  report,  "institutions  for  Effective  Management 
of  the  Environment.  "  The  report  identified  inadequacies  in  the  existing 
institutional  structure,  and  several  institutional  responses  were  recom- 
mended by  the  NAS,  including  the  Institute  for  Environmental  Studies. 
This  was  termed  "perhaps   most  important"  among  the  institutional  needs. 

The  recommended  institute  closely  resembled  the  concept  which  was 
later  embodied  in  the  Dingell  proposal.  It  was  strongly  urged  in  the  report 
that  the  Institute  be  organized  as  a  non-profit  corporation  independent  of 
direct  Government  control,  funded  largely  from  the  private  sector,  with 
grants  or  contracts  from  the  Government.  Long-range  planning,  early  warning 
on  potential  environmental  threats,  and  other  studies  were  among  the  func- 
tions of  the  proposed  institute,  with  strong  emphasis  on  the  interdisciplinary 
nature  of  the  work  that  was  needed.  Independence  from  Government  was 
deemed  to  be  important  in  order  to  assure  wide  latitude  to  the  Institute 
in  determining  for  itself    which  problems  it  would  address. 

Meanwhile,  in  early  1970  the  Council  on  Environmental  Quality  (CEQ) 
was  established,  and,  soon  afterward,  the  Environmental  Protection  Agen- 
cy (EPA)   was  established  by   Presidential   reorganization  plan.  Gordon 
MacDonald,  who  had  been  chairman  of  the  NAS  Environmental  Studies  Board, 
went  to  the  CEQ  as  one  of  the  three    Council  members.   He  favored  the 
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idea  of  an  institute  and   established  some  interest  in  it  at  CEQ.  Around 

this  time,    McGeorge    Bundy  of  the  Ford  Foundation  began  talking  to  the 

CEQ  Chairman  Russell  Train  about  the  possibility  of  the  Ford  Foundation 

funding  a  private -sector  institute  geared  to  the  concept  of  the  Environmental 

Studies  Institute.    Bundy  was  seeking  assurance  of  Government  support  and 

patronage  of  such  an  institute.    CEQ  Chairman  Train  favored  the  idea, 

and  the  White  House  staff  initially  was  favorably  inclined  toward  establishment 

of  the  Institute  by  administrative  action. 

In  his  February   8,    19  71,    Environmental  Message,    President  Nixon 

stated  support  for  such  an  institute  and  indicated  definite  Administration 

backing  for  the  concept.     Under  Point  V,  "Further  Institutional  Improve - 

ment",  he  stated  in  that  Message: 

The  solution  to  environmental  and  ecological  problems  are  often 
complex  and  costly.  If  we  are  to  develop  sound  policies  and  programs 
in  the  future  and  receive  early  warnings  on  problems,  we  need  to  re- 
fine our  analytical  techniques  and  use  the  best  intellectual  talent  that 
is  available. 

After  thorough  discussions  with  a  number  of  private  foundations, 
the  Federal  Government,  through  the  National  Science  Foundation  and 
the  Council  on  Environmental  Quality,  will  support  the  establishment 
of  an  Environmental  Institute.  I  hope  that  this  non-profit  Institute  will 
be  supported  not  only  by  the  Federal  Government  but  also  by  private 
foundations.  The  Institute  would  conduct  policy  studies  and  analyses 
drawing  upon  the  capabilities  of  our  universities  and  experts  in  other 
sectors.  It  would  provide  new  and  alternative  stategies  for  dealing 
with  the  whole  spectrum  of  environmental  problems.*/ 

Therefore,   it   appeared   at  that  time,  that  the  Institute  would  come 

into  being  through  administrative  action.         However,   a  stumbling  block 

emerged   in  the   discussion  of  selection  of  a  director  for  the  Institute. 


2^/   Nixon,   Richard  "The  President's  1971  Environmental  Program.  " 

Weekly  Compilation  of  Presidential  Documents,  Volume  7,  no.  7,  Feb.  15, 
1971.  Office  of  the  Federal  Register,  National  Archives  and  Records  Ser- 
vice, General  Services  Administration,  Washington,  D.  C.    pp.  202-203. 


18 


The  choice  that  emerged  in  talks  among  Bundy,  Train  and  others  was 
Allen  Enthoven,  a  Democrat  and  former  Assistant  Secretary  of  Defense 
in  the  Kennedy  and  Johnson  Administrations.  Objections  from  the  White 
House  to  Enthoven  cooled  the  enthusiasm  of  the  Ford  Foundation  and  other 
foundations  for  the  concept,  and  the  possibility  of  bringing  the  Institute 
into  being  without  legislation  faded. 

In  March,  1971,  Senator  Jackson  introduced  S.  1216,  which  was 
designed  to  establish  the  Environmental  Institute.  No  action  was  taken 
on  this  measure  in  the  92nd  Congress,  however.  An  attempt  to  revive  the 
concept  through  the  Administration  was  considered  briefly  in  1972  and  a  re- 
assessment of  it  was  done  for  the  Ford  Foundation  in  summer  1973.  How- 
ever, Guy  Stever,  Director  of  the  National  Science  Foundation  (NSF),was 
opposed  --  Stever  argued  the  NFS's  program  for  Research  Applied  to 
National  Needs  (RANN)  could  do  the  same  thing.  During  the  upset  over 
Watergate,  the  attempt  to  resurrect  the  concept  administratively  died 
definitively. 

In  the  93rd  Congress,   Air.   Dingell  introduced  the  measure,  and  held 
hearings  on  it  in  1974.  */       No  further  action  was  taken  in  that  Congress, 
and  the  measure  was  re -introduced  in  the  94th  Congress  as  H.R.  75. 
Rationale  for  The  Institute 

Arguments  favoring  the  Institute  concept  particularly  stressed  the 
need  for  comprehensive  long-range  planning  focused  on  environmental  prob- 
lems. The  complex  and  interrelated  nature  of  most  environmental  problem 
areas  make  long-range,   far-sighted  planning  a  necessity  if  environmental 

■■'I    U.S.   Congress.    House  of  Representatives.    Committee  on  Merchant 
Marine  and  Fisheries,  Subcommittee  on  Fisheries  and  Wildlife  Conserva- 
tion and  the  Environment.    "Growth  and  Its  Implications  for  the  Future.  '' 
Part  4.     Hearings,  June  11,  12,  13,  July  15,  16;  November  25,  1974.  Govt. 
Print.  Off.  Washington,  D.C. 


19 


crises  are  to  be  avoided,  according  to  those  forwarding  arguments  in  favor 
of  the  Institute. 

The  NAS    study  on  managing  the  environment  emphasized  the  critical 
need  for  long-range  planning  in  an  institute  which  would  have  a  principal 
focus  on  development   of  strategies  to  achieve  future  situations  in  which 
the  environment  would  be  less  disrupted  than  would  be  anticipated  if  present 
trends  were  to  continue.  The  report  stressed  the  interdisciplinary  nature  of 
such  planning,  and  argued  that  the  basis  for  devising  the  necessary  strate- 
gies must  be  identification  of  decision-points  in  advance      --  the  "times 
and  places  at  which  decisions  made  will  profoundly  affect  the  future,  "  and 
determination  of  the  key  levers,  "the  instruments  by  which  decision -makers 
can  bring  about  significant  changes.  "2^/      Analysis  and  recommendations 
for  changes  in  existing  institutional  structures  was  seen  as  an  important 
part  of  this  process. 

Part  of  this   long-range  planning  process  would  be   the  provision  of 
"early  warnings"  of  potential  environmental  threats. 

In  its  rationale  for  a  non -governmental  Environmental  Studies  Institute, 

the  NAS  report  said: 

We  conclude  that  the  multi -disciplinary  talent  that  must  be 
brought  to  bear  on  environmental  problems,  the  freedom  from  the 
pressure  of  day-to-day  operations  required  for  long-range  planning, 
the  involvement  of  the  various  government  agencies,  and  the  different 
levels  of  government  as  well  as  the  Congress  and  the  public,  all  argue 
convincingly  for  the  establishment  of  an  analytical  institute  outside 
the  structure  of  government. 

NAS  Study,  op.  cit.  p.  18 
^   Ibid.,  p.  22. 
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The  Ecological  Society  of  America,  in  its  report,  "National  Institute 
of  Ecology:  An  Inquiry,  "  proposed  a  similar  scientifically  and  professional- 
ly staffed  Institute.  In  reaching  conclusions  about  the  need  for  such  an 
institute,  the  researchers  interviewed  some  326  potential  users,  including 
existing  research  organizations,  and  potential  sources  of  support.  Many 
of  these  interviewees  made  the  point  that  no  organization  then  existed  in  j 
the  U.S.  with  the  needed  capability  to  carry  out  long-range,  multidis cipli -  | 
nary  analyses  of  environmental  trends  and  of  developing  alternate  stategies. 

The  need  for  long-range  planning  and  the  inadequacy  of  existing  insti- 
tutions  to  do  it  also  came  up  frequently  in  the  19  74  hearings  on  the  Institute 
legislation. 

Representative  John  Dingell,  Chairman  of  the  Subcommittee  on  Fisher- 
ies and  Wildlife    Conservation  and  the   Environment  of  the  House  Committee 
on   Merchant  Marine  and  Fisheries,  made  a  point  of  this  in  opening  the  hearing! 

It  seems  quite  clear  that  our  ability  to  do  long-range  planning 
in  this  country  is  severely  limited.     Historically,  we  appear  to  have  j 
deep  suspicions  about  planners  in  general,  and  while  this  maybe  under-  I 
standable,   it  does  create  problems  as  the  nature  of  the  long-range  I 
predicament  becomes  increasingly  clear.  ...  '  ^ 

One  method  of  dealing  with  this  issue  might  be  to  create  a  special 
type  of  institution  for  the  purpose,  and  one  such  proposal  has  been 
made  in  legislation  introduced  by  the  present  occupant  of  the  Chair.  ^/ 

Gordon  MacDonald,  one  of  the  original  three  Council  on  Environmental 
Quality  members,  and  director  of  Environmental  Study  Group  which  pre- 
pared the  NAS  report,  backed  the  Institute  legislation  in  these  words  in 
the  1974  hearings: 

This  legislation  embodies  a  proposal  made  by  the  Administra- 
tion in  its  second  message  on  the  environment  in  19  71;    that  is,  the 
creation  of  a  body  that  would  have  continuing  responsibility  to  look 
at,  examine  and  recommend  policies  with  respect  to  the  environment. 


'■'■/     Hearings,  op.  cit.  ,  p.  1. 
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Such  an  institution  was  needed  at  that  time.     It  is  needed  even 
more  today. 

...  I  strongly  support  the  intent  which  is  to  provide  Congress 
with  longer  term  policy  analyses  that  will  help  frame  legislation  and 
help  to  develop  in  such  a  way  that  we  are  not  only  looking  at  the  im- 
mediate problems  but  also  those  longer  term  questions  that  are  bound 
to  come  out. 

...  This  bill  would  provide  another  institutional  mechanism,  a 
much  needed  institutional  mechanism  to  both  the  Congress  and  the 
executive  in  examining  some  of  these  longer  term  questions  that  I 
am  afraid  often  are  neglected  in  the  face  of  the  immediate  needs  of 
today. 

In  addition  to  the  need  for  long-range  planning  capability  in  environ- 
mental concerns,  these  reports  and  the  hearings  testimony  indicated  near 
unanimity  on  the  inadequacy  of  present  institutions  to  fulfill  the  need.  Some 
Administration  testimony  in  the  1974  hearings  favored  the  establishment 
of  this  capability  in  existing  structures,  rather  than  in  the  proposed  Insti- 
tute, but  did  not  dispute  the  fact  that  present  capability  was  clearly  inade- 
quate. 

The  inability  of  existing  structures  to  respond  to  environmental  research 
and  planning  needs  was  a  theme  in  the  reports  of  the  NAS  and  Ecological 
Institute,   and  was  repeated  four  years  later  in  the  hearings,   despite  the 
creation  of  several  environmental  organizations  in  the  Government  in  the 
interim. 

In  19  70,  the  NAS  study  reached  this  conclusion: 

Of  the  three  functions  defined  in  the  previous  section  --  the 
development  of  long-range  strategies,  the  early  warning,  the  quick 
reaction  analytical  functions  --it  is  unlikely  that  the  first  two  will 
receive  within  the  existing  governmental  structure  the  kind  of  con- 
tinuing attention  that  is  necessary.  These  requirements  will  best 
be  met  if  study  and  evaluation  are  carried  out  by  an  independent  group 
with  no  commitment  to  the  operating  policies  of  a  particular  govern- 
ment agency,  and  whose  findings  should  also  be  available  to  the  Con- 
gress and  the  public. 


Hearings,  Ibid.  ,  p.  53. 
NAS  Report,  op.  cit.  ,  p.  22. 
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The  report  argued  that  effective  comprehensive  treatment  of  environ- 
mental questions  could  not  be  carried  out  in  the  existing  structure: 

For  effective  management  of  the  environment,  decision-makers 
in  government  agencies  require  the  very  best  in  analysis,  so  that 
likely  environmental  consequences  of  various  options  are  clearly  indi- 
cated. At  present  this  analytical  function  is  usually  carried  out  within 
a  government  agency  by  busy  officials  with  many  other  duties  and 
responsibilities.  Faced  with  the  myriad  day-to-day  pressures  of 
government,  analysts  often  are  unable  to  provide  fresh  points  of  view 
or  provide  the  independent  analysis  essential  to  really  effective  manage- 
ment. Further,  the  various  professional  talents  needed  for  balanced 
decisions  --  medical,  physical,  economic,  etc.  --  may  simply  not  be 
available  within  any  single  government  agency.  Use  of  consultants 
is  frequently  of  limited  value  and  inconvenient,  and  too  often  leads 
to  delay.  Similar  problems  face  members  of  Congress  concerned  with 
legislation  affecting  the  environment. 

In  1974,  Charles  A.  Zraket,  Senior  Vice  President  of  Mitre  Corporation, 

which  does    non-profit  contract  research  work  for  Government  agencies, 

made  this  statement  with  respect  to  the  need  for  the  Institute: 

Based  on  our  work  over  the  past  five  years  for  EPA,  CEQ, 
Department  of  Interior,  Department  of  Transportation,  NSF,  and 
other  Government   agencies,     it   is  clear  that  such  an  Institute  can 
play  a  unique,   key,   and  necessary  role  in  helping  to  shape  rational 
and  cost-effective  environmental  policies  for  the  Nation. 

'I  do  not  see  the  Institute  replacing  any  activity  now  going  on,  but 
something  which  is  needed  in  addition  to  present  activities  to  provide 
a  substantive,  integrating,  intellectual,  across-the-board  policy  study 
activity. 

As  you  know,  current  U.S.  governmental  and  industry  objectives 
and  programs  in  environmental  research  and  control  are  many,  costly 
and  fragmented.  -'--'-/ 

Mr.  Zraket  said  about  the  Institute  proposed  in  the  legislation  being 
considered:  "its  unique  position  and  orientation  would  allow  it  to  work 
cooperatively  with  and  obtain  information  from  a  wide  spectrum  of  sources 
--  industry,  government,  universities,  foundations,  private  and  public  in- 
terest groups. " 


Hearings,  op.  cit.  ,  p.  644. 
Ibid. ,  p.  644. 
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Another  important  aspect  of  the  Institute  concept  which  was  stressed 
in  the  reports  and  hearings  testimony  was  the  need  for  independence  from 
direct  Government  control.  As  the  NAS  stated  in  its  report,  "Without 
[this]  the  institution  would  not  be  able  to  attract  and  retain  the  professional 
talent  that  is  required  to  deal  with  difficult  environmental  issues  .  .  .  To  be 
independent  the  institution  must  have  wide  latitude  in  selecting  the  problems 
on  which  it  is  to  work.  "  ^ 

Commenting  on  the  strategy  for  assuring  impact  for  such  an  institute, 

Mr.  Zraket   of  Mitre   Corporation  indicated  his  feeling  that  independence 

would  be  a  critical  factor: 

There  are  tens  of  thousands  of  people  doing  research  in  this  area. 
It  is  a  verv  valid  question  to  ask  what  are  200  or  300  more  going 
to  add  to  this.  I  feel  that  unless  such  an  institute  is  independent, 
and  can  serve  as  an  integrating  force  for  all  the  work  going  on  with 
these  thousands  of  people  who  are  doing  it,  ....  then  it  would  be  a 
waste  of  time  to  have  such  an  institute.  That  is  why  I  put  such 
a  great  emphasis  on  the  fact  that  this  kind  of  Institute  has  to  have  the 
kind  of  independent  charter  and  role  that  would  allow  it  to  get  all  of 
the  information  that  these  hundreds  of  organizations  around  the  country 
are  now  generating  in  a  very  fragmented  way,  ,and  help  pull  it  together 
into  an  integrated  policy  framework.  / 

The  independence  of  the  Institute  as  a  critical  element  in  permitting 
free  choice  of  the  subject  matter  to  be  studied  was  viewed  by  most  com- 
mentators as  a  crucial  ingredient  in  effective  long-range  planning.  The 
long-range  planning  to  identify  environmental  problems  and  their  potential 
solutions,  which  was  viewed  as  the  most  important  function  of  the  proposed 
institute,  could  be  carried  out  only  by  an  independent  entity,  it  was  argued. 
This  was  because  the  missions  of  most  on-going  organizations  in  the 
Government  would  prevent  truly  objective  assessment  of  potential  environ- 
mental problem  areas. 

2_/  NAS  report,  op.  cit.  p.  23. 

'-■'■'-/  Hearings,  1974,  op.  cit.,  p.  655. 


24 


At  the  same  time,  the  necessity  for  effective  access  to  Government 
decision -making  processes  was  also  viewed  as  integral  to  the  success  of 
its  purpose.  Thus  the  involvement  of  Federal  officials  on  the  Institute 
Board,  and  as  its  incorporators,  was  intended  to  assure  a  vital  link  to  the 
Federal  structure,  but  not  a  dominant  influence.  The  over -all  necessity 
for  the  Institute's  independence  was  viewed  by  most  commentators  as  a 
primary  objective  to  be  internalized  by  the  legislation  establishing  it,  and 
by  all  the  persons  involved  in  the  Institute's  functions. 

An  exception  to  this  point  of  view  was  expressed  by  Administration 
officials,  who  voiced  a  preference  in  the  19  74  hearings  for  the  development 
of  capability  to  do  long-range  planning  in  the  existing  Federal  organization, 
in  the  CEQ  and/or  EPA.  However,  their  arguments  did  not  include  asser- 
tions that  such  a  capability  currently  existed,  and  all  agreed  that  it  was 
important  to  effective  management  of  environmental  problems. 

Summary:  The  Institute  Concept 

Early  in  the  1970 's  the  need  for  an  independent  environmental  view- 
point which  would  benefit  Government  decision -making  but  not  be  dominated 
by  it  was  expressed  in  reports  on  environmental  management.  The  need  was 
for  the  formulation  of  research  and  planning  projects  which  could  identify 
environmental  problem  areas,  carry  out  or  contract  for  the  necessary  research 
or  data  collection,   and  then  go  on  to  provide  an  effective  degree  of  policy 
analysis,   including  identification  of  various  options   for  dealing  with  the 
problems  which  were  identified.  An  independent  Institute  of  Environmental 
Studies  was  proposed,  linked  to  the  Federal  Government  through  involvement 
of  key  department   or  agency  persons,   and   with  partial  Federal  funding, 
but  free  from  direct  Government  control. 
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This  concept  received  favorable  attention  in  the  early  19  70's  as  a  pos- 
sible creation  of  the  executive  branch.     When  this  failed  to  materialize, 
the  concept  was     embodied  in  legislation  which  has  been  introduced  in  the 
past  three  Congresses. 

The  inadequacies  in  environmental  planning  and  research  which  the 
Institute  was  designed  to  remedy  were  seen  to  include  the  lack  of  adequately 
coordinated  research  and  the  monitoring  priorities  with  consequent  voids  of 
kaowledge  in  some  areas,  especially  the  interdisciplinary  areas;  the  very 
little  direct  connection  between  the  research  and  planning  and  the  policy 
and  desision-making  processes;  the  few  alternative  options  being  presented 
other  than  the  course  of  action  being  proposed;  the  difficulties  in  involving 
laboratory  scientists  in  existing  mechanisms  for  policy,  and  a  related  lack 
of  information  transfer  to  decision  makers.    Not   only  the  collection  of 
information  and  performance  of  research,  but  also  the  analysis  of  implications 
of  the  research  and  generation  of  valid  options  which  make  meaningful  choices 
available   to  decision-makers  would  be  the  purpose  of  such  an  institute. 

The  need  for  suchan  entity  was  described  before  1970,  and  was  rei- 
terated in  19  74  during  hearings  on  the  legislative  proposal.  Since  it 
would  appear  that  conditions  have  not  changed  appreciably  today  in  the 
areas  of  concern  under  discussion  in  these  hearings,  it  is  quite  likely  that 
many  of  these  same  arguments  would  be  made  today. 


70-315  O  -  76  -  3 
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NATIONAL  ENVIRONMENTAL  LABORATORIES 

The  Concept 

Early  in  19  70  several  reports  were  issued  which  backed  the  concept 
of  a  national  laboratory  structure  --  either  a  single  large  laboratory  or  a 
collection  of  four  or  more  laboratories  --  with  a  comprehensive  environ- 
mental focus.  The  work  of  scientists  in  several  fields  of  physical  and  na- 
tural science  would  be  applied  to  the  comprehensive  environmental  prob- 
lems. The  inclusion  of  social  scientists  was  also  proposed  in  some 
of  these  reports . 

Although  the  National  Academy  of  Sciences'  report  on  "institutions  for 
Effective  Management  of  the  Environment"  and  the  report  of  the  Ecological 
Society  of  America  both  favored  this  concept  and  urged  establishment  of 
such  an  entity,  the  real  impetus  for  the  concept  came  from  the  existing 
national  laboratories,  affiliated  with  the  Atomic  Energy  Commission,  where 
there  was  an  interest  in  doing  comprehensive  environmental  work.  A  task 
force  on  the  national  laboratory  concept  at  Oak  Ridge  National  Laboratory 
made  a  report  in  January,  19  70,  urging  establishment  of  a  national  en- 
vironmental laboratory.  This  was  soon  followed  by  introduction  of  legis - 
lation  to  create  such  an  institution. 

As  proposed  in  this  legislation,  the  laboratory  would  gets  its  mandate 
from  the  finding  in  S.  3410  of  the  91st  Congress  "that  to  assist  in  the 
effort  to  restore  and  enhance  the  environment  and  to  minimize  future  damage 
to  the  environment,  it  is  necessary  to  establish  a  new  organization  with 
sufficient  professional  breadth  and  scope  to  provide  a  unified  and  systematic 
approach  to  the  problems  of  technology  assessment  and  environmental  quality; 
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that  such  an  organization  will  complement  those  public  and  private  agencies 
presently  dealing  with  various  aspects  of  the  environment.  " 

The  functions  of  this  organization  were  to  include  basic  research, 
analyses  of  human  and  natural  activities  affecting  the  environment,  and 
other  necessary  work.  It  would  have  included,  but  not  been  limited  to  4ata 
collection,  storage,  and  dissemination;  data  analysis  and  synthesis;  develop- 
ment of  methods  and  devices  and  analysis  of  various  environmental  policy 
alternatives;  the  formulation  of  alternative  solutions  to  existing  and  probable 
environmental  problems;  and  the  performance  of  other  functions  to  assist 
public  and  private  agencies  in  restoration,  enhancement,  and  protection 
of  the  environment. 

Its  policy  role  was  to  be  limited  to  presentation  of  options  to  policy 
makers:  "it  shall  not  be  an  appropriate  function  for  the  organization  or 
for  any  of  its  constituent  parts .  ...  to  make  specific  recommendations  as  to 
policy  or  choices  between  alternative  courses  of  action  .  .  .  but  .  .  .  the 
organization  may  present  to  policy  makers  various  alternative  courses  of 
action  and  describe  the  probable  results  of  each  such  course  of  actions," 
according  to  S.  3410. 

To  carry  out  these  purposes,  S.  3410    would  have  established  a  National 
Environmental  Laboratory,  together  with  a  Board  of  Trustees  to  administer 
it.    The  Laboratory  was  to  consist  of  from  one  to  four  regional  national  labora- 
tories, with  geographical  distribution  determined  by  environmental  criteria. 
The  proposed  bill  did  not  specify  any  proposed  sites  for  the  laboratories, 
but  the   backers  of  the  bill  generally  anticipated  that  Oak  Ridge  National 
Laboratory  would  be  the  location  of  the  first  laboratory,  on  the  basis  of 
expressed  interest  and  on -going  environmental  work  at  Oak  Ridge. 
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The  Board  administering  the  Laboratory  was  to  consist  of  the  Ad- 
ministrator of  the  Environmental  Protection  Agency,  the  Chairman  of  the 
Council  on  Environmental  Quality,  the  Directors  of  the  National  Science 
Foundation  and  the  Office  of  Science  and  Technology,  and  five  members 
appointed  by  the  President  from  the  public,  with  Senate  confirmation. 

The  Board  would  be  responsible  for  selecting  the  sites  of  national 
laboratories  and  for  determining  how  many,  up  to  a  maximum  of  four,  would 
be  established.  The  Board  would  also  establish  broad  policy  directions 
for  the  Laboratory,  "as  determined  from  an  analysis  of  the  social  and  en- 
vironmental priorities  established  by  the  Congress,  the  executive  branch, 
and  the  private  sector.  "  The  Board  for  the  laboratories  was  to  seek  grants 
from  private  sources  as  well  as  Government  funding.  The  Board  was  to 
seek  grants  from  and  make  contracts  with  State,  local  and  private  organi- 
zations and  agencies.  The  Laboratories  were  also  to  to  operate  under 
grants  and  contracts  from  Federal  agencies  for  work  relevant  to  agency 
environmental  problems  or  programs. 

Thus,  although  federally  funded,  the  Laboratory  would  have  been  in- 
dependent of  the  mission-oriented  agencies,  and  its   independence  was  intende 
to  facilitate  the  capability  of  the  Laboratory  to  formulate  research  plans  in 
areas  of  its  own  choosing,  where  the  comprehensive  perspective  of  its  staff 
revealed  problems  needing  investigation. 

The  exclusion  of  an  explicit  policy  analysis  function  for  the  Laboratory 
rendered  it  compatible  with  the  purposes  of  the  Environmental  Institute 
described  in  the  first  section  of  this  report,  according  to  the  proponents 
of  both  proposals. 
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Funding  for  the  Laboratory  was  to  come  from  three  sources:   a  trust 
fund  of  $250  million  which  would  be  established  over  five  years,  invested 
in  interest -bearing  obligations  of  the  United  States;  annual  appropriations 
of  up  to  $200,000,000  for  each  laboratory  established  under  the  Act;  and 
the  grants  and  contract  funds  obtained  from  other  Federal  and  lower  govern- 
mental units  or  private  organizations. 
History  and  Progress  of  the  Laboratory  Concept 

In  the  period  1968-1969,  the  idea  of  a  National  Environmental  Laboratory 
took  shape,  arising  largely  from  interest  in  the  national  laboratories  af- 
filiated with  the  Atomic  Energy  Commission  (AEC)  in  expanding  their  mission. 
In  particular,  the  top-level  staff  at  Oak  Ridge  National  Laboratory  (ORNL) 
were  interested,  having  begun  environmental  work  in  connection  with  their 
AEC  mission,  and  having  some  need  of  a  renewed  mission  in  view  of  the 
passing  of  the  heyday  of  atomic  energy  experimentation. 

Talks  with  Senator  Howard  Baker  of  Tennessee  created  the  necessary 
interest  on  Capitol  Hill,  and  an  ad  hoc  NEL  Concept  Committee  was  for- 
med at  Oak  Ridge.  This  Committee  made  its  report,  entitled  "The  Case 
for  National  Environmental  Laboratories,  "  ''-/  in  January  of  1970.  This 
report  argued  that  such  a  laboratory  was  needed,  and  outlined  the  pro- 
posed functions  of  the  organization.  This  closely  approximated  the  pro- 
posal in  S.  3410,  introduced  by  Senator  Baker,  on  February  6,  1970,  "The 
National  Environmental  Laboratory  Act  of  1970.  " 


2^/  U.S.   Congress.     Senate.     Committee  on  Public  Works.  "The  Case  for 
National  Environmental  Laboratories.  "    A  Report  prepared  by  the  Ad  Hoc 
NEL  Concept  Committee,   Oak  Ridge  National  Laboratory,   at  the  request 
of  the  Honorable   Howard  H.    Baker.     Committee  Print.    91st  Congress, 
2nd  Session.    U.S.  Gov.  Print.  Off.    Washington,  D.C.  January,  1970. 
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At  the  end  of  the  91st  Congress  no  action  had  been  taken  on  the  measure, 
and  it  was  reintroduced  in  the  92nd  Congress  by  Senators  Baker  and  IVIuskie 
on  March  4,     19  71  as  S.    1113.   The  Committee  on  Public  Works  had  issued 
a  committee  print  on  the  National  Environmental  Laboratories  in  January 
1971,     containing  various  reports  and  comments  by  agencies  and  organizations 
on  the  need  for  such  an  organization.  -''I 

In  April  and  May,  19  71,   hearings  were  held  on  the  proposal  and 
in  December  of  that  year  the  bill  passed  the  Senate.     No  action  was  taken 
in  the  House  after  its  referral  to  the  Science  and  Astronautics  Committee. 
After  the  92nd  Congress,  no  further  action  was  taken  to  achieve  enactment 
of  the  NEL   proposal.     The  energy  crisis  of  1973  stimulated  an  enlarged 
area  of  concern  for  the  national  laboratories,  and  the  internal  interest  in 
the  NEL  proposal  lessened. 
Rationale  for  the  Laboratory  Concept 

The  arguments  favoring  establishment  of  a  national  environmental  labora 
tory  were  similar  to  those  advanced  in  favor  to  the  environmental  institute; 
the  major  difference  in  discussions  on  the  NEL  was  a  greater  emphasis 
on  the  need  for  research  and  less  on  the  policy  needs.  In  the  case  of  both 
the  NAS  report  and  that  of  the  Institute  of  Ecology,  the  Laboratory  and  the 
Institute  were  both  part  of  a  multi-faceted  organizational  scheme  proposed 
to  work  in  concert  toward  effective  environmental  policies  and  planning. 

U.S.  Congress.  Senate.  Committee  on  Public  Works.  "National 
Environmental  Laboratories,''  A  Compilation  of  Comments  and  Materials 
Related  to  a  Proposed  Environmental  Laboratory.  Committee  Print.  92nd 
Congress,  1st  Session.  U.S.  Govt.  Print.  Off.  ,  Washington  ,  D.  C.  Janu- 
ary, 1971. 

^/U.S.  Congress.  Committee  on  Public  Works,  Subcommitee  on  Air  and 
Water  Pollution.  "National  Environmental  Laboratories.  "  Hearings  on  S. 
1113.  92nd  Congress,  1st  Session.  U.S.  Govt.  Print.  Off.,  Washington, 
D.C.,  April  28  and  29,  May  3,  4,  5,  and  6,  1971. 
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The  NAS  report  on  institutions  needed  for  managing  the  environment 
had  this  to  say: 

There  is  no  laboratory  within  the  Federal  Government  structure,  and 
probably  none  outside,  that  carries  out  research  on  the  environment 
as  a  whole. 

.  .  .  In  our  judgment,  all  environmental  research  efforts  now  going  on 
at  the  Federal  level  are  inadequate  from  an  ecological  point  of  view 
.  . .  As  a  result,  the  viewpoint  of  the  ecologist,  dealing  with  and  view- 
ing the  environment  as  a  system,  has  not  had  sufficient  influence  on 
Federal  research  programs. 

A  National  laboratory  is  one  of  the  major  components  we  believe 
necessary  to  meet  the  nation's  needs  for  environmental  research. 
An  institution  of  the  kind  we  envision,  outside  the  government,  has 
advantages  of  flexibility  and  minimum  bureaucratic  constraints,  and 
thus  we  could  have  relatively  free  interchange  of  research  staff  and 
information  between  universities,  the  National  Laboratory,  and  Fed- 
eral laboratories.  -^1 

The  NAS  report  specifically  cited  the  success  of  the  national  laboratories 
at  Brookhaven,    Oak  Ridge,    Los  Alamos,   and  Livermore,   and  indicated 
that  emulation  of  these  models  was  suggested  in  their  proposal  for  an  en- 
vironmental laboratory. 

The  fragmentation  of  existing  organization  for  environmental  work  and 
its  consequent  adverse  effects,  was  noted  in  a  report  from  the  Argonne 
Universities  Association  Conference,  titled  "Universities,  National  Labora- 
tories and  Man's  Environment.  "  Discussing  the  need  for  a  comprehensive 
environmental  policy,  the  report  deplored  the  exclusion  of  a  wider  pers- 
pective which  had  resulted  from  the  specialization  in  the  study  of  subjects 
involving  the  environment.    This  report  stated: 


NAS  report,  op.  cit.  ,  pp.  43-44. 
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A  grand  strategy  for  taking  the  offensive  is  urgently  needed.  Fight- 
ing 'brush  fires'  is  not  enough,  especially  when  only  some  are  fought 
successfully  and  even  those  victories  are  too  often  temporary.  A 
sound  and  farseeing  environmental  policy  based  on  deliberate  value 
choices  and  backed  by  sound  scientific  research  and  strong  political 
and  economic  decisions  is  the  best  and  probably  the  last  hope  for 
man  to  have  a  decent  world  to  live  in. 

Unfortunately,  there  are  at  least  three  serious  handicaps  to  the  mount- 
ing of  the  kind  of  offensive  that  is  now  essential.     One  is  the  frag- 
mented approach  of  our  educational  system;     the  second  is  the  frag- 
mented approach  of  our  governmental  structure;  and  the  third  is  the 
fragmented  approach  of  the  conservation  movement  itself. 

Turning  to  the  government,  again,  we  find  far  too  much  fragmentation, 
specialization,   and  lack  of  coordination.     The  need  for  cohesion  and 
vision  in  environmental  policies  is  glaringly  acute  in  the  Federal  bureau 
cracy,  where  almost  unbelievable  numbers  of  Government  agencies  are 
making  important   environmental  decisions  with  little  administrative 
machinery  for  full  exchange  of  information,   let  alone  for  thorough 
coordination  of  policy.  But  it  does  not  stop  there.    Decisions  are  made 
and  actions  of  immense  collective  impact  on  the  environment  are  taken 
almost  daily,     mostly  without  serious  efforts  at  planning,   by  a  stag- 
gering conglomeration  of  State  agencies  and  by  countless  local  author- 
ities who  have  little  understanding  of  ecology  and  often  do  not  try  to 
get  complete  information.  -■-'"/ 

Discussing  the  shortcomings  of  the  system  with  respect  to  long-range 

planning,  this  report  went  on  to  say: 

The  overall  impression  made  by  such  government  programs  as  HEW's 
[work  on  environmental  problems]  is  one  of  sound  and  useful  work, 
but  with  a  tendency  to  focus  on  current  problems  and  immediate  solu- 
tions. What  seems  to  be  lacking  is  a  longer  range  approach  that  co- 
ordinates and  integrates  the  separately  funded  bits  and  pieces  of  re- 
search. ...  In  the  larger  question  of  environmental  quality,  the 
tendency  of  problems  to  be  segregated  into  what  Owen  Barf i eld  has 
termed  'watertight  compartments'  is  even  more  pronounced.  Because 
of  the  resulting  dispersion  of  effort,  more  fundamental  questions  of 
policy  and  implementation  tend  to  become  submerged  by  the  pressing 
need  for  immediate  results. 


■■'I   U.S.  Atomic  Energy  Commission.    "Universities,  National  Laboratories 
and  Man's  Environment."   Argonne  Universities  Association  Conference  held 
July  27-29,  1969,  Chicago,  Illinois.    USAEC  Division  of  Technical  Informa- 
tion Extension,  Oak  Ridge,  Tennessee.  November,  1969.  p.  25. 

Ibid.,  p.  26 


Ibid. ,  p.  91. 
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Commenting  on  the  favorable  aspects  of  carrying  out  environmental 

research  through  the  national  laboratories,   Henry  S.   Rowen,  President  of 

the  Rand  Corporation,  cited  in  the  report  a  major  drawback  in  using  them 

in  their  existing  form  without  constituting  an  environmental  structure: 

My  principal  concern  with  the  potential  contribution  of  these  labora- 
tories is  that  they  do  not  have  a  history  of  multi -disciplinary  research 
that  included  both  the  technical  and  the  social  sciences.  With  regard 
to  the  kinds  of  problems  we  are  concerned  about,  this  can  be  a  serious 
deficiency. 

Mr.  Rowen  ended  by  suggesting  joint  research  programs  involving  uni- 
versities,  national  laboratories  and  non-profit  research  institutes,  which 
could  be  informal  or  formal. 

The  Ad  Hoc  NEL  Concept  Committee  advocated  strongly  the  need  for 
working -level  synthesis  of  the  many  disciplines  involved  in  environmental 
problems : 

What  is  missing  and  necessary  is  a  means  for  reintegrating  these 
fragmented  efforts  at  the  working  level,  plus  a  focus  of  advisory  func- 
tions at  many  levels,  all  of  which  will  match  the  scope  of  the  work 
to  the  true  extent  of  what  needs  to  be  dealt  with.  1 

Senator  Edward  Gurney  of  Florida  testified  at  the  19  71  hearings  on  the 
laboratories  proposal  on  the  need  for  an  integrative  organization  like  the 
NEL: 

We  have  made  a  strong  beginning  then,  in  both  our  State  and  National 
regulations  for  environmental  protection.  Passing  legislation  to  con  - 
trol  pollution,  however,  is  not  enough.  What  is  needed,  as  a  sup- 
plement to  legislation,  is  a  means  for  all  of  us  to  analyze  and  evaluate 
our  programs  --a  structure  through  which  the  information  which 
we  acquire  in  implementing  our  legislation  can  be  reviewed  and  examined. 
The  National  Environmental  Laboratory  proposed  by  this  bill  would 
accomplish  that  end.  1 


Ibid.  ,  p.  91. 

2^/   Ad  Hoc  NEL  Concept  report,  op.  cit.  ,  p.  5. 
I   Hearings,  op.  cit.,  p.  6. 
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There  is  no  laboratory  in  the  Federal  Government  that  now  carries 
out  such  systematic  research  on  the  environment  as  a  whole.  If  we 
are  to  successfully  develop  knowledge  and  techniques  that  will  lead 
to  effective  management  of  the  environment,  then  we  must  provide 
the  tools  through  which  diverse  and  specialized  viewpoints  can  be 
adapted  to  an  interdisciplinary  approach.  -''I 

Dr.  Alvin  Weinberg,   Director  of  Oak  Ridge  Laboratory,  stressed  the 

greater  capability  for  long -range  perspective  which  would  exist  in  a  national 

environmental  laboratory,   a  perspective  which    he  believed  Oak  Ridge's 

makeup  had  permitted  in  the  work  done  there: 

...  if  entities  such  as  NELs  were  established.  They  would  interact 
strongly  with  the  existing  agency  that  has  prime  responsibility  for 
the  environment.  But  the  NELs  would  interact  not  only  with  the  agency 
that  had  prime  responsibility  for  the  environment;  they  would  inter- 
act with  all  of  the  agencies  that  have  any  responsibilities  for  the  en- 
vironment. They  would  pu  the  pieces  of  the  puzzle  together  at  the 
working  level.  This  I  believe  is  the  only  level  at  which  the  pieces 
can  be  reintegrated,  and  where  one  can  come  up  with  viewpoints  that 
are  characterized  not  only  by  their  coherence  but  also  by  their  long- 
range  character.  -''--/ 

The  perspective  of  Dr.  F.  Herbert  Bormann,  School  of  Forestry  at 
Yale  University  and  President  of  the  Ecological  Society  of  America,  in- 
dicated the  central  necessity  he  felt  the  NELs  to  be: 

...  I  think  that  there  is  an  increasing  need  to  understand  the  complex 
ecological  and  social  interactions  generated  by  the  operation  and  con- 
tinued growth  of  modern  technological  society. 

I  think  that  the  kind  of  understanding  that  the  operation  of  these  nation- 
al laboratories  will  generate  is  really  basic  to  good  government.  I 
do  not  think  it  is  an  option.     I  think  it  is  an  absolute  necessity  for 
the  development   of  policy  that  will  lead  to  a  healthy  future  for  our 
country.  ' 


■J  Ibid.  ,  p.  7. 

■'-''I    Hearings,  Ibid.,  p.  18. 
Ibid.  ,  p.  309. 
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However,  during  these  hearings  on  the  Laboratory  legislation,  Nixon 
Administration  witnesses  generally  expressed  opposition  to  setting  up  the 
National  Environmental  Laboratories  (NELs)  on  the  grounds  that  a  number 
of  other  new  environmental  organizations  had  been  recently  established, 
and  it  would  be  preferable  to  give  them  an  opportunity  to  function  in  the 
necessary  areas  before  creating  still  another  type  of  entity. 

Gordon  ]\IacDonald,  member  of  the  Council  on  Environmental  Quality, 
who  had  headed  the  NAS  report  which  recommended  such  a  laboratory, 
indicated  some  reservations  at  the  time  of  the  hearings  about  the  laboratory 
concept,  although  he  was  still  voicing  strong  support  for  the  National  En- 
vironmental Institute  concept. 

As  indicated  earlier,  we  do  indeed  agree  that  there  are  unmet  needs 
for:   Basic  environmental  research  aimed  at  understanding  of  ecosys- 
tems;  IVTore  applied  research  directed  toward  environmental  insults 
.  .  .  Formulation  and  testing  of  alternative  solutions  to  existing  and 
probable  environmental  insults. 

But  we  believe  that  a  new  independent  structure  of  national  environ- 
mental laboratories  is  not  the  answer.  Back  in  1969,  when  the  idea 
of  a  National  Environmental  Laboratory  was  first  proposed  and  I  was 
working  on  the  NAS/NAE  report  on  institutions  for  effective  manage- 
ment of  the  environment,  there  appeared  to  be  a  case  for  such  an 
institution. 

It  was  my  judgment  then,   and   still  is,  that  the  environmental  re- 
search efforts  going  on  at  the  Federal  level  is  inadequate  from  an 
ecological  point  of  view.      Now,  however,  there  are  structures  to 
fill  this  need. 

In  short,  we  already  have  the  authority  we  need  to  develop  and  co- 
ordinate activities  in  many  of  the  proposed  areas  of  activity  of  the 
National  Environmental  Laboratory.  -/ 

However,  this  statement  was  based  partly  on  Dr.  MacDonald's  expec- 
tation that  the  Institute  would  be  established  by  Administration  action  and 
was  in  fact  on  the  verge  of  being  created. 


Ibid.  ,  pp.  469-470. 
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Summary:  The  Laboratory  Concept 

Largely  through  the  interest  of  the  national  laboratories  in  expanding 
their  scope  of  operations,  and  supported  by  studies  of  environmental  insti- 
tutions which  indicated  the  need  for  a  national  environmental  research  pro- 
gram through  laboratories  established  for  that  purpose,  there  came  into 
being  in  early  19  70  legislative  proposals  for  a  National  Environmental  La- 
boratory. It  would  have  consisted  of  one  or  more  central,  comprehensive 
laboratories  equipped  with  scientific  expertise  from  both  physical  and  so- 
cial sciences.  It  would  have  be  designed  to  provide  integrated  analysis 
of  environmental  problems  with  options  to  be  developed  for  the  use  of 
policy  and  decision-makers. 

The  proposal  was  the  subject  of  specific  reports  on  it  from  an  Ad  Hoc 
NEL  Concept  Committee  from  the  staff  of  Oak  Ridge  National  Laboratory, 
and  from  the  Senate  Public  Works  Committee.  Hearings  were  held  on 
it  in  1971,  and  the  measure  passed  the  Senate  in  that  year. 

However,  no  further  action  was  taken,  and  after  the  92nd  Congress, 
the  proposal  was  not  reintroduced.  This  may  be  in  part  due  to  the  uniform 
opposition  of  the  Nixon  Administration  to  the  concept,  and  partly  due  to 
the  emergence  of  the  energy  crisis,  which  engaged  the  national  laboratories 
in  an  expanded  energy  research  role. 
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REGIONAL  OR  STATE  ENVIRONMENTAL  CENTERS 
The  Concept 

The  concept  of  promoting  environmental  research  through  organizing 
State  or  regional  research  centers  was  also  embodied  in  legislation  intro- 
duced in  the  early  1970's. 

The  need  for  better  environmental  research,  using  multidis ciplinary 
approaches,  was  an  oft -repeated  theme  of  the  reports  on  environmental 
organization  which  have  been  discussed  above,  emerging  in  the  late  1960's, 
many  of  them  published  in  19  70.  The  need  for  better  educational  programs 
embodying  the  comprehensive  framework  required  by  environmental  problems 
was  also  a  theme.  These  two  needs  were  addressed  by  the  proponents  of 
the  environmental  centers. 

After  enactment  of  the  National  Environmental  Policy  Act  of  1969  (NEPA) 
on  January  1,  19  70,  the  requirement  for  an  environmental  impact  statement 
on  those  major  Federal  actions  significantly  affecting  the  environment,  revealed 
that  there  was  a  lack  of  data  which  often  made  fulfilling  this  requirement 
difficult.  In  addition,    broad  pollution  control  legislation  had 

been  enacted  or  was  under  consideration  which  gave  States  greatly  increased 
pollution  control  responsibilities.  Generally,  decision-making  at  all  levels 
of  government  often  required  more  environmental  knowledge  than  was 
available.  These  factors  contributed  to  the  introduction  in  1971  of  the 
State  Environmental  Centers  Act  which  has  been  under  active  consideration 
since  then. 

The  proposed  legislation  would  provide  for  establishment  of  a  federal- 
ly supported  environmental  research  center  in  each  State  that  so  desired 
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it,  or  a  regional  center  for  two  of  more  states  who  wished  to  operate 
a  center  cooperatively.  The  environmental  center  would  be  located  at  an 
educational  institution,  or  in  a  private  or  public  foundation  designated  by  the 
Governor  of  the  State,  subject  to  approval  of  the  Administrator  of  the 
Environmental  Protection  Agency,  who  would  be  in  charge  of  the  assis- 
tance program.  The  designated  institution  was  required  to  have  the  great- 
est demonstrated  ability  in  the  State  to  carry  out  the  needed  research, 
investigations,  experiments,  technology  applications,  training  of  profes- 
sionals, education  extensions,  and  other  purposes  outlined  in  the  Act. 

The  administration  of  the  center  would  be  the  responsibility  of  the  desig- 
nated university  or  foundation,  with  a  chief  administrative  officer  who  was 
an  official  of  that  institution.     It  was  intended  that  each  center  should  have 
a  nucleus  of  professional,   scientific,  technical  and  other  personnel  in  a 
broad  range  of  fields  related  to  environmental  improvement,  including  land, 
water,  and  air  resources. 

The  bill  specified  the  duties  of  each  environmental  center:  "to  plan 
and  conduct  and/or  arrange  for  a  component  or  components  of  the  universi- 
ties, colleges,  or  foundations  with  which  it  is  or  may  become  associated 
to  conduct  competent  research,  investigations,  and  experiments  of  either 
a  basic  or  practical  nature  ...  in  relation  to  environmental  pollution  and 
other  environmental  problems,  and  opportunities  to  provide  for  the  training 
of  environmental  professionals  through  such  research,  investigations,  and 
experiments,  which  training  may  include  but  shall  not  be  limited  to  biological, 
ecological,  geographic,  geological,  engineering,  economic,  legal,  energy 
information  and  data,  and  other  aspects  of  environmental  problems.  " 
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An  Environmental  Center  Research  Coordination  Board  was  to  be  es- 
tablished, chaired  by  the  EPA  Administrator,  and  including  representatives 
from  several  Federal  departments  and  agencies  dealing  with  environmental 
issues,  plus  members  from  university  associations,  private  business  firms, 
non-profit  environmental  organizations,  the  scientific  community,  and  the 
general  public.  The  purposes  of  the  Board  would  be  to  assist  the  Adminis- 
trator with  program  development  and  operation,  and  to  keep  their  agencies 
and  organizations  informed  of  the  activities  of  the  environmental  centers. 

Each  individual  center  was  also  directed  by  the  proposed  bill  to  estab- 
lish an  advisory  board  appointed  by  the  chief  administrative  officer. 

In  addition  to  the  environmental  research  and  investigations  directed 
by  the  Act,  each  center  was  to  include  an  extension  education  program 
directed  to  the  public,  units  of  government,  business,  industry,  and 
public  interest  groups;  it  was  to  provide  workshops,  seminars,  clinics, 
courses,  field  trips,  demonstrations,  published  materials,  and  a  ref- 
erence service  to  facilitate  rapid  dissemination  and  use  of  environmental 
information. 

Funding  was  set  at  $7  million  for  the  first  year,  $8.9  million  the 
second  year,  and  $14  million  each  succeeding  year,  to  be  disbursed  in  equal 
shares  to  each  center;  in  addition,  $10  million  the  first  year  and  $20  mil- 
lion in  each  succeeding  year,  would  have  been  allocated  on  the  basis  of 
population,  land  area,  and  growth  rate  of  the  States  or  regions  in  which 
the  centers  were  located. 
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History  and  Progress  of  the  Centers  Concept 

After  its  introduction  in  the  92nd  Congress,  on  February  9,  1971, 
as  S.  681,  the  Centers  bill  was  the  subject  of  hearings  by  the  Senate 
Committee  on  Interior  and  Insular  Affairs  in  November,  1971.  Meanwhile, 
H.R.  56,  the  National  Environmental  Data  System  Act  (discussed  below), 
had  passed  the  House  and  was  referred  to  this  Committee  in  the  Senate. 
The  Committee  added  S.  681  to  H.R.  56,  titled  the  combined  bills  "The 
National  Environmental  Data  System  and  State  Environmental  Centers  Act 
of  19  72"  and  passed  them.  Hearings  were  held  in  the  House  in  July  19  72 
on  the  combined  bills.  The  conference  committee  retained  the  addition, 
and  the  Centers  bill  passed  Congress  as  Title  II  of  the  measure.  However, 
on  October  21,  1972,  President  Nixon  vetoed  the  measure,  citing  costs 
and  possible  duplication  of  existing  Federal  environmental  efforts  in  EPA 
and  CEQ. 

In  the  93rd  Congress,  the  Senate  passed  S.  1865,  the  Environmental 
Centers  Act  of  1974,  on  June  12,  1974.  No  action  was  taken  in  the  House 
on  this  measure.  However,  the  House  version  of  the  proposal,  H.R.  35, 
was  the  subject  of  hearings  by  the  House  Merchant  Marine  and  Fisheries 
Committee.  1  This  committee  is  the  originating  committee  for  the  National 
Environmental  Policy  Act  in  the  House,  and  considered  H.R.  35  because 
it  was  introduced  as  an  amendment  to  NEPA. 

■'  I    U.S.  Congress.    Senate.    Committee  on  Interior  and  Insular  Affairs. 
"Bills  Amending  or   Related  to  the   National  Environmental  Policy    Act.  " 
Hearings,   92nd  Congress,   1st  Session,   on  H.R.   56,  S.   1216  and  S.  681. 
U.S.  Govt.  Print.  Off.,  Washington,  D.  C.  November  19,  1971 

U.S.    Congress.      House  of  Representatives.    Committee  on  Merchant 
Marine  and  Fisheries,    Subcommittee  on  Fisheries  and  Wildlife  Conserva- 
tion and  the  Environment.     "Growth  and  Its  Implications  for  the  Future". 
Part  4.  Hearings  on  Environmental  Research  Centers,  H.R.  35.    U.S.  Govt. 
Print.  Off.  Washington,  D.  C.  June  11,  12,  13;   November  25;  July  15,  16,  1974. 
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The  measure  did  not  pass  during  the  93rd  Congress,  however,  and 
it  was  introduced  again  in  the  94th  Congress  as  S.  761  and  H.R.  35. 
The  latter  has  been  the  subject  of  hearings  in  this  Congress  by  the  Sub- 
committee on  Environment  and  Atmosphere  of  the  House  Science  and  Tech- 
nology Committee. 
Rationale  for  the  Centers  Concept 

The  basic  rationale  behind  the  concept  of  State  and/or  regional  environ- 
mental centers  was  that  there  already  existed  in  the  universities,  founda- 
tions, and  other  research-oriented  institutions  a  considerable  body  of  en- 
vironmental expertise.  However,  in  many  cases,  these  human  resources 
were  not  put  to  optimal  use,  and  were  instead  scattered  and  uncoordinated. 
Not  being  focused  on  the  environmental  problems  of  their  areas,  these 
experts  worked  on  small  fragments  of  the  total  problems,  and  usually 
did  not  interact  with  those  working  on  related  matters.  In  this  process, 
the  more  comprehensive  problems  were  overlooked. 

Rather  than  relocate  these  individuals  in  a  Federal  agency,  or  to  try 
and  duplicate  their  expertise  in  a  Federal  entity,  it  was  argued  that  they 
should  be  incorporated  through  the  environmental  centers  into  localized 
research  centers  that  could  both  study  the  comprehensive  environm.ental 
problems  of  their  areas  --  where  the  problems  actually  occurred 
and  also  could  plug  into  a  national  network  of  such  centers  which  could 
afford  integration  of  the     krrowledge  produced. 

It  was  agreed  by  all  commentators  in  the  period  when  the  centers  con- 
cept originated  that  there  was  a  pressing  need  for  greater  information  and 
more  data  on  ecology  and  the  environment.     It  was  argued  by  proponents 
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of  the  Centers  that  the  best  way  to  achieve  it  would  be  through  a  de- 
centralized system  which  would  provide  for  the  needed  research  and  would 
facilite  the  possibility  of  the  necessary  coordination  among  these  centers. 
They  would  provide  indentifiable  central  research  and  information  services 
for  the  various  States  and  regions  of  the  United  States. 

Senator  Henry  Bellmon    made  this  statement  in  the  1972  hearings  on 
the  Centers : 

The  Nation  is  in  desperate  need  of  a  foundation  of  information  on 
the  current  and  continuing  status  of  the  environment,  on  changes  and 
trends  in  its  condition,  and  on  what  those  changes  mean  to  man. 

Without  such  information,  we  can  only  react  to  environmental  prob- 
lems after  they  become  serious.     The  Nation  needs  a  system  to  sys- 
tematically    and   continuously  accumulate  the   knowledge  needed  to 
develop  long-term  programs  for  environmental  enhancement. 

Passage  of  this   bill  will  enable  Government  at  all  levels  to  know 
when  and  where  action  is  needed.     Essential  to  development  of  this 
kind  of  information  is  a  comprehensive  program  of  nationwide  envi- 
ronmental monitoring,   collection,  analysis,  and  effective  use  of  the 
information. / 

In  the  same   hearings.    Dr.    George   R.    Waller,    President   of  Mid- 

continent  Environmental  Center  Association,   Inc.  ,   of  Tulsa,  Oklahoma, 

endorsed  both  the  data  bank  and  environmental  centers  concept,  and  said 

about  the  centers: 

The  State   Environmental  Centers  act  provides  a  way  to  develop  a 
broad'side  attack  at  minimal  cost  to  the  Nation. 

A  unique  feature  of  the  State  environmental  center  would  be  its  abil- 
ity to  draw  upon  the  best  brainpower  within  a  State,  and  to  have  a 
very  large  pool  of  brain  power  solving  environmental  problems  peculiar  t 
that  State  or  region.  "  ^''-''/ 


■•'I  U.S.  Congress.  House  of  Representatives.  Committee  on  Merchant 
Marine  and  Fisheries.  Subcommittee  on  Fisheries  and  Wildlife  Conserva- 
tion. "Fish  and  Wildlife  Miscellaneous.  "  Hearings  on  Environmental  Data 
System  -  H.R.  56,  July  28,  1972.  U.S.  Govt.  Print.  Off.,  Washington, 
D.  C.  p.  107. 


^/  Ibid. ,  p.  117. 
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It  was  assumed  proponents  of  the  Centers  legislation  that  an  im- 
portant purpose  of  the  act  would  be  to  strengthen  the  capacity  of  the  desig- 
nated institution  to  educate  future  environmentalists  in  the  broadest  pos- 
sible context.  Thus  the  legislation  also  addressed  the  recommendations  of 
reports  on  environmental  education,  which  included  strengthening  the  com- 
prehensive focus  and  capabilities  of  educational  programs  on  the  environ- 
ment. This  concern  was  addressed  by  a  September,  1969,  report  of  the 
Office  of  Science  and  Technology: 

The  colleges  and  universities  of  the  nation  constitute  a  powerful 
institutional  resource  for  education,  research,  and  open  discussion 
of  our  problems  and  opportunities.  At  present,  except  for  the  pro- 
phets of  environmental  disaster,  little  of  this  open  discussion  of  our 
future  environmental  alternatives  seems  to  take  place  at  the  colleges 
and  universities.  There  is  a  national  shortage  of  broadly  trained 
professionals  to  deal  with  environmental  problems.  ^/ 

The  NAS  report  on  institutions  for  effective  management  of  the  environ- 
ment also  cited  the  importance  of  university  programs  problem -oriented 
to  attack  environmental  problems,  and  it  was  also  quoted  by  proponents 
of  the  Centers  legislation  because  it  had  advocated  greatly  strengthening 
environmental  research  and  development  in  the  national  laboratory  setting; 
work  which,  said  advocates  of  the  Centers,  could  also  be  productively  ac - 
complished  through  the  university  or  foundation-based  environmental  re- 
search centers. 

The  NAS  report  said: 

Most  universities  are  organized  along  departmental  lines,  and  inter- 
disciplinary or  multidisciplinary  approaches,  such  as  would  be  required 


'^1  Steinhart,  John  S.  and  Cherniack,  Stacie.  "The  Universities  and  En- 
vironmental Quality  --  Commitment  to  Problem  Focused  Education.  "  A 
Report  to  the  President's  Environmental  Quality  Council.  Office  of  Science 
and  Technology,  Executive  Office  of  the  President.  Washington,  D.C. 
Septem.ber,  1969,  p.  1. 
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for  dealing  with  environmental  matters,  tend  to  be  concentrated  in 
institutes,  which  generally  stand  apart  from  the  main  focus  of  the 
parent  institution.  This  is  in  part  a  consequence  of  history,  but  part- 
ly results  from  a  kind  of  distastefor  problem-oriented  activities  among 
more  tradition -oriented  scholars.  The  universities,  however  ,  must 
provide  the  needed  manpower  to  cope  with  the  environmental  problems 
of  our  society,  and  this  can  be  done  only  by  providing  relevant  educa- 
tion at  both  the  undergraduate  and  graduate  levels. 

However,  despite  favorable  arguments  put  forward  by  Members  of 
Congress  and  the  representatives  of  possible  State  or  regional  organiza- 
tions which  could  be  designated  as  environmental  centers,  the  Federal 
Administration  comments  on  the  proposal  were  uniformly  negative.  They 
argued  that  the  environmental  research  underway  in  Federal  agencies  such 
as  the  Environmental  Protection  Agency,  and  sponsored  by  the  Council  on 
Environmental  Quality  and  the  National  Science  Foundation,  should  be  the 
focus  of  funding  for  this  purpose.  The  Centers  were  described  by  these 
spokesmen  as  duplicative  and  a  possible  misuse  of  environmental  funding 
which  could  be  better  used  in  the  existing  organizations. 

Summary:  The  Environmental  Centers  Concept.  _  ^ 

The  universally  perceived  need  for  more  extensive  and  more  com- 
prehensive environmental  research  which  was  expressed  in  the  late  1960 's 
and  early  1970's,  coupled  with  the  increased  interest  in  strengthening  the 
environmental  education  capacities  of  universities  and  other  research  cen- 
ters, led  in  1971  to  introduction  of  legislation  to  establish  Federal  funding 
for  environmental  research  centers  which  could  be  established  in  each  of 
the  States  who  wished  to  designate  an  appropriate  institution,  or  in  an  insti- 
tution for  more  than  one  state,  to  serve  that  region. 


NAS  report,  op.  cit.  ,  p.  32. 
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The  centers  concept  gained  favor  from  representatives  of  possible 
organizations  that  might  serve  as  centers,  and  from  representatives  of 
such  areas  in  the  Congress.  Federal  Administration  spokesmen  did  not 
favor  the  idea,  indicating  that  it  would  be  duplicative  and  unnecessarily 
expensive.  They  argued  that  the  result  would  be  to  funnel  funds  into  the 
Centers  that  were  urgently  needed  in  the  central  Federal  effort,  already 
underway  in  the  Environmental  Prote ction  Agency,  the  Council  on  Environ- 
mental Quality  and  other  Federal  agencies. 

The  legislation  passed  in  the  92nd  Congress  but  was  vetoed  by  Pres- 
ident Nixon.  It  passed  the  Senate  again  in  the  93rd  Congress,  but  not  the 
House.  In  the  94th  Congress,  legislative  proposals  for  the  Regional  or 
State  Environmental  Centers  have  again  been  introduced. 
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NATIONAL  ENVIRONMENTAL  DATA  SYSTEM 

The  Concept 

Early  in  1970,  the  concept  of  a  national  data  bank  or  system  which 
would  serve  as  the  central  repository  for  all  relevant  environmental  data 
and  information  emerged.  This  was  seen  as  complementary  to  the  other 
institutional  responses  already  forthcoming  in  the  Council  on  Environmental 
Quality  and  the  Environmental  Protection  Agency,  as  well  as  to  the  other 
proposed  institutions  described  in  this  report. 

The  data  bank  concept  was  put  forward  in  legislation  proposed  by  Con- 
gressman John  Dingell  early  in  1970;  the  concept  evolved  slightly  and 
was  re -introduced  in  the  following  year.  The  basic  form  did  not  change 
signficantly,  however. 

The  legislation  proposed  establishment  of  a  National  Environn-;ental  Data 
Bank,  functioning  under  the  Council  on  Environmental  Quality,  which  would 
"serve  as  the  central  national  coordinating  facility  for  the  selection,  stor- 
age, analysis,  retrieval,  and  dissemination  of  information,  knowledge,  and 
data  relating  to  the  environment  so  as  to  provide  information  needed  to 
support  environmental  decisions  in  a  timely  manner  and  in  a  usuable 
form."  Thesystem  was  expected  tobe  composedofa  central,  computerized 
facility. 

All  Federal  agencies  were  directed  to  supply  the  system  with  infor- 
mation and  data.  Both  domestic  and  international  sources  of  information 
were  to  be  used,  through  such  treaties  as  would  be  necessary.  The  original 
proposal  had  designated  a   five-member  board  to  head  the  data  system. 
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The  Data  Bank,  functioning  under  the  Council  on  Environmental  Qual- 
ity, was  to  provide  data  to  the  Council  for  its  annual  report  on  environ- 
mental quality  and  give  the  Council  whatever  analysis  within  its  capabil- 
ities that  was  needed.  In  addition,  the  information,  data  and  analyses 
in  the  Data  System  were  to  be  made  available  on  request  without  charge 
to  Congress  and  all  agencies  of  the  legislative  and  executive  branches  of 
the  Federal  Government,  and  to  all  interstate  agencies.  States,  and  local 
governments,  and  universities  and  colleges,  without  charge.  Private  or- 
ganizations and  persons  could  obtain  services  from  the  System  upon  pay- 
ment of  reasonable  fees. 

The  basic  purpose  of  the  data  system  was  to  provide  a  central  collec- 
tion of  the  widest  possible  range  of  environmental  information,  a  focus 
for  all  of  the  diverse  and  diffuse  information  collected  by  the  Federal  Gov- 
ernment and  many  other  public  and  private  organizations.  The  collection 
of  this  data  in  one  system  was  directed  toward  the  best  possible  integra- 
tion of  knowledge  for  use  in  the  analysis  of  environmental  conditions  and 
the  consequences  of  environment-related  activities. 

History  and  Progress  of  the  Data  System  Concept 

The  proposal  was  first  introduced  early  in  the  second  session  of  the 
91st  Congress.      Congressman  John  Dingell  introduced  H.R.    17436,  and 
the  subcommittee  which  he  chaired.  Subcommittee  on  Fisheries  and  Wildlife 
Conservation  of  the  Commiittee  on  Merchant  Marine  and  Fisheries,  held 
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hearings  in  June,  1970,  on  this  and  related  propsoals,  i/all  introduced 
as  amendments  to  the  National  Environmental  Policy  Act. 

The  bill  was  considered  again  in  the  92nd  Congress  as  H.  R.  56.  Hear- 
ings were  again  held  by  the  same  committee.  !;iiL/This  measure  passed  both 
Houses.  It  passed  the  House,  and  the  Senate  added  the  Environmental 
Centers  bill  to  it  as  title  11.  The  amended  version  passed  the  conference 
committee;  this  measure  stipulated  a  director  instead  of  a  board  at  the 
head  of  the  system,  and  added  some  functions,  such  as  development  and 
publication  of  environmental  quality  indicators  for  all  regions  of  the  U.  S. 
and  general  standards  to  facilitate  integration  of  existing  and  new  informa- 
tion systems  bearing  on  the  environmicnt,  to  make  them  cooperative  with 
the  central  facility  established  in  the  Act. 

H.R.  56  was  vetoed  by  President  Nixon  in  October,  1972.  He  cited 
failure  of  the  measure  to  provide  for  a  relationship  between  the  general 
collection  of  data  and  specific  programs  which  would  assure  their  pro- 
ductive use.  He  also  indicated  that  efforts  were  underway  in  the  Environ- 
mental Protection  Agency  and  other  agencies  to  strengthen  their  ability 
to  handle  the  data  coordination  role  adequately. 

iii/  U.  S.   Congress.     House  of  Representatives.     Committee  on  Merchant 
Marine  and  Fisheries,  Subcommittee  on  Fisheries  and  Wildlife  Con- 
servation.    "Environmental  Data  Bank."   Hearing,  91st  Congress, 
2ndSession,   on  H.R.   17436,   H.R.    17779,   H.R.     18141.  Wash- 
ington, U.S.  Govt.  Print.  Off.,  June  2,  3,  25,  26,  1970. 


"Fish  and  Wildlife  IMiscellaneous.  "  Hearing,  92nd  Con- 
gress. On  Environmental  Data  System--H.R.  56,  July  28,  1972. 
Washington,  U.S.  Govt.  Print.  Off. 
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In  the  93rd  Congress,  several  bills  were  introduced,  but  no  action  was 
taken  on  them,  and  the  concept  has  not  been  re-introduced  in  the  94th  Con- 
gress. 

Rationale  for  the  Data  Bank  Concept 

The  idea  of  the  establishment  of  an  environmental  data  system  emerged 
during  the  same  time  period  as  the  other  concepts  described  in  this  re- 
port. This  was  the  late  1960's,  early  1970's,  when  the  awakening  con- 
cern for  environmental  problems  shed  light  on  the  problems  of  gathering 
the  necessary  information  which  would  enable  appropriate  decisions  and 
policies  remedying  perceived  environmental  dysfunctions.  The  data  bank 
proposal  was  intended  to  meet  the  need  for  information  and  data  which  would 
facilitate  the  urgently  needed  policy  moves.  And  it  arose  at  a  time  when 
the  organizational  structure  for  meeting  environmental  needs  and  formu- 
lating policies  were  new  or  as  yet  unformed.  The  argument  that  a  cen- 
tral collection  point  was  needed  for  the  extremely  diverse  and  wide-rang- 
ing information  related  to  environmental  matters  had  validity  in  that  con- 
text. Some  observers  contend  that  it  has  even  more  validity  now;  as  the 
environmental  organizations  have  increased  their  activities,  there  has  been 
a  correlated  increase  in  the  number  of  data  being  collected;  the  information 
explosion  in  environmental  and  natural  resource  areas  (energy,  for  ex- 
ample) has  made  a  central  collection  point  even  more  essential,  it  is  argued. 
At  present,  there  is  still  no  central  system  in  which  the  many  types  of 
information  being  collected  can  be  integrated  and  brought  to  bear  on  pro- 
blems which  cross  many  disciplinary  lines. 
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The  arguments  in  favor  of  creating  a  comprehensive  viewpoint  for  en- 
vironmental planning  and  research  have  been  repeated  in  connection  with 
the  other  concepts  described  here.  The  reports  cited  made  a  central  point 
of  this  argument.  This  was  largely  connected  to  these  other  concepts, 
but  these  points  of  contention  should  be  remembered  in  the  context  of  the 
data  system.  They  will  not  be  repeated  here,  but  in  many  cases,  they 
would  apply  equally  to  the  data  system  proposal. 

Former  Secretary  of  the   Interior   Stewart  Udall  strongly  favored  the 

data  bank  legislation.     He  cited  the  extrem.e  difficulty  he  encountered  at 

Interior  in  bringing  data  or  information  together  in  "an  organized,  rational 

way"  and  endorsed  the  data  system  in  these  words: 

When  I  look  at  the  overall  picture  ,  the  rapid  strides  that  we  have 
been  making  in  recent  years,  it  does  seem  to  me  that  this  is  a 
very  logical  next  step  after  the  enactment  here  last  year  of  the 
Environmental  Policy  Act.  .  .providing  this  kind  of  information, 
data  bank  capability,  that  does  not  exist  in  this  country  today. 
I  think  that  is  a  very  vital  second  step,  and  I  simply  want  to  lend 
my  voice  as  one  who  feels  that  if  this  is  done  in  the  right  way  it 
can  be  a  very  useful  tool  and  it  can  be  very  effective.  I 

Commenting  on  the  value  of  a  computerized  environmental  data  sys-tem. 

Dr.  James  Shrewsbury,    Director  of  Research,   IMurray  State  University, 

Alurray,  Kentucky,  said: 

It  is  essential  that  a  central  repository  for  data  and  information 
processing  systems  to  be  used  in  environmental  management, 
have  these  in  computer — compatible  form  and  format.    The  en- 
vironment being  the  highly  complex  and  dynamic  system  it  is, 
only  a  data  storage,  retrieval,  and  processing  facility  operating 
at  electronic  computer  speeds  could  approach  efficacy. 

][7     Hearings,  1970,  op.  cit.,  p.  240. 
2^1    Ibid.,  p.  218. 
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A  Berkeley,  California,  University  ecologist  testified  to  the  value  of 
the  system,  concentrating  on  the  need  to  get  useful  output  from  such  a 
facility: 

This  is  badly  needed  legislation  if  the  system  can  get  beyond  the 
purely  research  and  scientific  storage  point.    Our  concern  at  the 
Ecology  Center  in  Berkeley  is  output,  conversion,  and  output  of 
scientific  information.    We  have  found  and,  in  fact,  the  early 
premise  of  the  Center  was  that  there  was  plenty  of  scientific  in- 
formation available,  but  very  little  of  it  was  actually  getting  to 
the  public  in  an  appropriate  form.     -'-  / 

Several  witnesses  at  the  hearings  made  the  point  that  good  planning 
and  decision-making  depends  upon  a  reliable  and  sufficiently  broad  infor- 
mation base.  They  felt  that  along  with  increased  research  and  improved 
policy-making  structures,  there  should  be  a  facility  such  as  the  data  bank 
to  provide  the  context  for  assimilating  research  and  information  into  a 
meaningful  framework  for  use  in  decision-making. 

Opposition  to  the  measure  was  voiced  by  all  witnesses  from  the  Fed- 
eral agencies.  The  on-going  environmental  data  sources  were  felt  by  some 
to  be  the  appropriate  focus  for  expanded  activity  in  this  area;  others  voiced 
the  concern  for  the  enormous  complexity  of  the  task  of  collecting  "all" 
environmental  data  in  once  place  and  making  it  usefully  available. 

Dr.  T.C.   Byerly,   Assistant  Director  of  Science  and  Education  at  the  U . S . 
Department  of  Agriculture,    indicated  "we  believe  that  without  much  re- 
duced scope  of  content,  effective  national  data  bank  operation  probably  could 
not  be  achieved  at  a  reasonable  total  cost  within  the  current  state  of  the 
art."        And     Dr.     Joseph  A.    Lieberman,    Assistant  Administrator  for 

Ibid.,  p.  105. 
^  Ibid.,  p.  227. 
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Research  and  Development,   Environmental  Health  Service  in  the  U.S.  Depart- 
ment of  Health,   Education,  and  Welfare,  commented  that  without  a  defini- 
tion of  "environment"  the  system  could  be  universally  encompassing--going 
beyond  any  realistic  expectations  for  achievement. 

Summary;   The  Environmental  Data  Bank  Concept 

The  proposal  for  a  national  environmental  data  system  which  would  en- 
compass the  widest  possible  range  of  all  environmental  information  and 
data  from  Federal  agencies.  State  and  local  sources,  and  private  and  aca- 
demic sources,  emerged  along  with  the  other  research  and  policy  pro- 
posals of  the  early  1970's.  Coupled  with  the  State  Environmental  Centers 
Act,  it  passed  the  Congress  in  1972,  but  was  vetoed  by  President  Nixon. 
Although  the  measure  was  re-introduced  in  the  93rd  Congress,  no  action 
has  been  taken  no  this  proposal  since  then. 

The  Data  Bank  was  seen  by  its  proponents  as  a  vital  link  in  the  de- 
cision-making process,  especially  in  processes  which  could  include 
long-range  planning  for  environmental  issues.  Only  if  the  appropriate  in- 
formation is  available,  the  proponents  contended,  and  only  if  the  informa- 
tion is  integrative  of  the  widest  range  of  data,  can  environmental  planning 
and  decisions  be  meaningful  over  extended  time  periods. 

Since  the  Data  Bank  proposal  was  first  forwarded,  the  environmental 
organization  structure  of  both  Federal,  State  and  lower  levels  of  Gov- 
ernment has  increased  greatly.  Far  more  data  are  being  gathered  and 
incorporated  into  decision-making.  However,  there  is  still  no  recognized 
focal  point  where  comprehensive  integration  of  these  data  occurs.  Whether 
this  is  feasible  remains  an  unanswered,  and  at  present,  unasked  question. 
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COUNCIL  ON  ENVIRONMENTAL  QUALITY    and  THE 
OFFICE  OF  ENVIRONMENTAL  QuALITY 

During  1970  two  new  organizational  units  were  established  with  pur- 
poses related  to  organizing  environmental  information  and  relating  it  to 
policy  and  proqran  needs.  These  were  the  Council  on  Environmental  Quality 
(CEQ),  established  by  title  III  of  the  National  Environmental  Policy  Act 
(NEPA)  which  was  signed  into  Public  Law  91-190  on  January  1,  1970; 
and  the  Office  of  Environmental  Quality,  established  in  title  II  of  the  Fed- 
eral Water  Pollution  Control  Act  Amendments  of  1970  which  was  signed 
into  Public  Law  91  -224  on  April  3,  1970. 

The  Council  on  Environmental  Quality  is  an  advisory  unit  in  the  Execu- 
tive Office  of  the  President,  and  is  composed  of  three  Presidentially  appointed 
members  and  a  small  staff.  The  Office  of  Environmental  Quality  was 
originally  conceived  with  a  purpose  much  like  that  of  the  Council;  however, 
upon  enactment  of  NEPA  in  late  1969,  the  proposed  office  was  reshaped 
to  serve  as  a  complement  to  the  CEQ,  basically  to  provide  the  staffing 
for  it.  The  Office  has  never  taken  a  discrete  organizational  form,  and 
the  concept   survives  only  as  partial   staffing  justification  for  CEQ. 

The  Council  has  these  functions:  (1)  to  assist  and  advise  the  President 
in  the  preparation  of  the  Annual  Report  on  Environmental  Quality  required  by  section 
201;  (2)  to  gather  timely  and  authoritative  information  concerning  the  con- 
ditions and  trends  in  the  quality  of  the  environment, both  current  and  pro- 
spective, to  analyze  and  interpret  such  information  for  the  purpose  of 
determining  whether  such  conditions  and  trends  are  interfering,  or  likely 
to  interfere,   with  the  achievement  of  the  policy  set  forth  in   title  I  of  this 
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Act,  and  to  compile  and  submit  to  the  President  studies  relating  to  such 
conditions  and  trends;  (3)  to  review  and  appraise  the  various  programs 
and  activities  of  the  Federal  Government  in  the  light  of  the  policy  set  forth 
in  title  1  of  this  Act  for  the  purpose  of  determining  the  extent  to  which 
such  programs  and  activities  are  contributing  to  the  achievement  of  such 
policy,  and  to  make  recommendations  to  the  President  with  respect  there- 
to; (4)  to  develop  and  recommend  to  the  President  national  policies  to 
foster  and  promote  the  improvement  of  environmental  quality  to  meet  the 
conservation,  social,  economic,  health,  and  other  requirements  and  goals 
of  the  Nation;  (5)  to  conduct  investigations,  studies,  surveys,  research, 
and  analyses  relating  to  ecological  systems  and  environmental  quality; 
(6)  to  document  and  define  changes  in  the  natural  environment,  including 
the  plant  and  aminal  systems,  and  to  accumulate  ncessary  changes  or 
trends  and  an  interpretation  of  their  underlying  causes;  (7)  to  report  at 
least  once  each  year  to  the  President  on  the  state  and  condition  of  the 
environment;  and  (8)  to  make  and  furnish  such  studies,  reports  thereof, 
and  recommendations  with  respect  to  matters  of  policy  and  legislation  as 
the  President  may  request. 

In  addition  to  these  general  functions,  a  major  responsibility  of  the 
Council  is  the  preparation  of  the  President's  Annual  Environmental  Quality 
Report,  which  must  include  a  description  of  the  status  and  condition  of 
the  major  natural,  manmade,  or  altered  environmental  factors,  including 
air  quality,  water  quality,  land  variables,  and  others. The  Council  is  also  requi 
to  include  the  current  and  foreseeable  trends  in  the  quality,  management 
and  utilization  of  these  environments  and  the  effects  of  these  trends  in  the 
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social,  economic  and  other  areas  of  concern  of  the  Nation.  A  review  of 
existing  environmental  programs  at  all  governmental  levels  and  a  proposed 
program  for  remedying  deficiencies  in  these  are  also  to  be  included  in 
the  annual  report. 

In  the  Senate  report  on  the   National   Environmental   Policy  Actll/the 

Council  (termed  the  "Board"  in  the  early  legislation)  was  given  a  primary 

duty  to  serve  an  "early  warning"  function  for  etivironmental  problems: 

Title  III  establishes  an  independent,  high-level,  three-member 
Board  of  Environmental  Quality  Advisers  in  the  Executive  Office 
of  the  President.    The  Board  is  patterned  very  closely  after  the 
Council  of  Economic  Advisers  which  was  established  by  the  Full 
Employment  Act  of  1946. 

The  Board's  function  is  to  provide  a  continuing  study  and  anal- 
ysis of  environmental  trends  and  the  factors  which  affect  these 
trends,  and  to  relate  each  area  of  study  and  analysis  to  the  social, 
economic,  health  and  conservation  goals  of  the  Nation.    The  Board 
will  provide  an  overview  of  how  effectively  the  Nation  is  main- 
taining a  quality  environment  for  future  and  present  generation. 
In  addition,  it  will  be  uniquely  equipped  to  serve  an  early  warning 
function  by  identifying  emerging  environmental  problems  at  an 
early  date  so  that  proper  responses  may  be  prepared  before 
situations  reach  crisis  proportions  and  before  the  costs  of  deal- 
ing with  problems  grow  large. 

This  responsibility  was  reiterated  by  the  report  in  explaining  the  func- 
tions of  the  "Board": 

The  primary  function  of  the  Board  shall  be  to  carry  on  con- 
tinuing studies  and  analyses  related  to  the  status  of  the  environ- 
ment.   The  Board  will  seek  to  establish  or  cause  to  be  established 
within  the  operating  agencies  of  the  Federal  Government  an  ef- 
fective system  for  monitoring  environmental  indicators,  collecting 
data,  and  analyzing  trends.    It  will  further  seek  to  relate  trends 
in  environmental  conditions  to  short-  and  long-term  national  goal 
and  aspirations.  / 

^^T  U.S.  Congress.  Senate.  Committee  on  Interior  and  Insular  Affairs. 
National  Environmental  Policy  Act  of  1969,  To  Accompany  S.  1075. 
91  st  Congress,    1st  Session.      Report  No.    91-296.     July  9,  1969. 

2^/     Ibid.  ,  p.  10. 
Ibid.,  p.  24. 
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In  carrying  out  this  responsibility,  the  "Board"  was  described  as  being 
"authorized  to  obtain  information  from  all  existing  sources  concerning  the 
quality  of  the  environment.  The  Interior  Committee  intends  and  fully  expects  that 
all  Federal  agencies  will  cooperate  and  provide  any  assistance  and  informa- 
tion necessary  to  enable  the  Board  to  fulfill  its  duties  and  responsibilities 
under  this  Act.  " 

Thus,  although  the  Board  was  given  responsibilities  in  the  Senate  ver- 
sion to  analyze  trends,  detect  early  signs  of  environmental  problems,  and 
to  formulate  proposed  courses  of  action  to  remedy  them,  it  was  given 
authority  only  to  obtain  information  from  other  sources.  It  was  not  seen 
as  a  generator  of  research  or  information. 

However,  in  the  final  version  of  the  bill  which  was  enacted,  functions 
no.  5  and  6  (  ^uoted  above)  were  added- -the  conduct  of  investigations, 
studies,  surveys,  research  and  analyses  relating  to  ecological  systems 
and  environmental  quality;  and  the  documentation  and  definition  of  changes  in 
the  natural  environment.  The  emphasis  on  generation  of  information  was 
made  clear  in  these  provisions. 

The  authorization  for  funding  was  put  at  a  limit  of  $300,  000  for  1970, 
$700,  000  for  1971,  and  $1,  000,  000  for  each  succeeding  fiscal  year. 

The  Office  of  Environmental  Quality  was  originally  conceived  as  an  in- 
dependent effort,  and  the  legislation  to  establish  it  was  developed  by  the 
Senate  Public  Works  Committee  during  the  same  time  period  in  which  the 
Senate  Interior  and  Insular  Affairs  Committee  was  preparing  the  legisla- 
tion which  became  the  National  Environmental  Policy  Act  (NEPA)  creating 
the  Council  on  Environmental  Quality. 

/ 
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The  NEPA  was  enacted  three  months  before  the  Public  Works  Committee's 
"Environmental  Quality  Improvement  Act  of  1970"  which  was  attached  at 
title  II  to  the  Water  Quality  Improvement  Act  of  1970,  amending  the  Fed- 
eral Water  Pollution  Control  Act.  Therefore,  in  the  discussions  in  Com- 
mittee which  followed  enactment  of  NEPA  on  the  act  establishing  the  Office 
of  Environmental  Quality,  it  was  decided  to  make  this  office  complemen- 
tary to  the  Council  on  Environmental  Quality  which  was  already  enacted 
in  the  NEPA. 

As  finally  agreed  upon   in  the  Act,    the  Office   had  these  functions: 

(1)  providing  the  professional  and  administrative  staff  and  support  for 
the  Council  on  Enviornmental  Quality  established  by  Public  Law  91-190; 

(2)  assisting  the  Federal  agencies  and  departments  in  appraising  the  ef- 
fectiveness of  existing  and  proposed  facilities,  programs,  policies,  and  ac- 
tivities of  the  Federal  Government,  and  those  specific  major  projects 
designated  by  the  President  which  do  not  require  individual  project  autho- 
rization by  Congress,  which  affect  environmental  quality;  (3)  reviewing 
the  adequacy  of  existing  systems  for  monitoring  and  predicting  environ- 
mental changes  in  order  to  achieve  effective  coverage  and  efficient  use 
of  research  facilities  and  other  resources;  (4)  promoting  the  advancement 
of  scientific  knowledge  of  the  effects  of  actions  and  technology  on  the  en- 
vironment and  encourage  the  development  of  the  means  to  prevent  or  re- 
duce adverse  effects  that  endanger  the  health  and  well-being  of  man; 
(5)  assisting  in  coordinating  among  the  Federal  departments  and  agencies 
those  programs  and  activities  which  affect,  protect,  and  improve  environ- 
mental quality;  (6)  assisting  the  Federal  departments  and  agencies  in  the 
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development  and  interrelationship  of  environmental  quality  criteria  and 
standards  established  through  the  Federal  Governmnent;  (7)  collecting,  col- 
lating, analyzing,  and  interpreting  data  and  information  on  environmental 
quality,  ecological  research,  and  evaluation. 

The  Director  is  authorized  to  contract  with  public  or  private  agencies, 
institutions,  and  organizations  and  with  individuals  without  regard  to  sec- 
tions 3648  and  3709  of  the  Revised  Statutes  (31  U.S.C.  529;  41  U.S.C.  5) 
in  carrying  out  his  functions. 

In  the  Senate  report  on  the  Office  of  Environmental  Quality,  it  was 
stated:  "An  Office  of  Environmental  Quality  would  provide  the  independent 
staffing  required  by  the  Council  and  would  make  available  to  the  President 
the  professional  competence  and  facilities  necessary  to  the  substantive  re- 
view and  analysis  of  all  matters  relating  to  the  environment.  In  addition, 
the  Office  would  be  required  to  report  on  environmental  issues  to  Congr&ss, 
the  Council,  and  the  public." 

The  authorized  funding  for  the  Office  was  specified  at  $500,  000  for 
the  fiscal  year  ending  June  30,  1970,  $750,  000  for  the  following  year, 
$1,250,  000  for  the  year  after  that,  and  not  to  exceed  $  1 ,  500,  000  for  each 
succeeding  year.  It  specified  that  these  authorizations  were  in  addtion 
to  those  contained  in  Public  Law  91-190  (NEPA)  for  the  Council  on  En- 
vironmental Quality. 

The  chairman  of  the   CEQ   was  designated  as  Director  of  the  Office. 

2^/  U.S.  Congress.  Senate.  Committee  on  Public  Works.  Amending 
~   the  Federal  Water   Pollution  Control  Act,  as  Amended,  and  for  other 

.purposes.     Report  to  Accompany  S.   7.     91st  Congress,   1st  Session. 

Senate  Report  No.  91-351.    p.  41. 


59 


As  it  has  developed,  the  Office  of  Environmental  Quality  has  not  taken 
any  organizational  form  distinct  from  the  CEQ;  in  the  budget,  the  amounts 
authorized  for  CEQ  and  the  Office  are  combined,  and  both  authorizing  laws 
are  cited  for  the  resulting  $2.  5  million  appropriation  requests. 

The  creation  of  CEQ  and  the  impulse  behind  formulation  of  the  Office 
of  Environmental  Quality  concept  responded  to  the  need  felt  during  the 
1970'sfor  a  comprehensive  organizational  focus  for  environmental  pro- 
blems. Other  laws  addressed  specific  aspects  of  environmental  quality, 
such  as  air  or  water  quality,  and  gave  them  to  specific  organizations,  such 
as  the  Environmental  Protection  Agency.  But  the  comprehensive  view  was 
still  needed.  The  environmental  policy  institute,  the  environmental  data 
bank  concept,  the  regional  or  state  centers  concepts  were  all  born  at  this 
time  or  soon  thereafter. 

The  only  entities  enacted  into  law,  however,  were  the  Office  and  the 
CEQ.  The  CEQ  mandate  to  conduct  investigations,  studies,  surveys,  re- 
search, and  analyses  relating  to  ecological  systems,  and  its  responsi- 
bility to  document  and  analyze  changes  or  trends  in  the  natural  environ- 
ment, give  to  the  Council  wide  latitude  in  pursuing  some  of  the  purposes 
of  the  organizations  proposed  in  the  other,  still  pending  legislation  for  the 
Environmental   institute,    data  bank      and  others.  However,   with  its 

relatively  limited  resources,  the  CEQ  has  not  been  able  to  pursue  active 
investigations  across  a  wide  range  of  environmental  problems,  and  has  had 
to  choose  a  limited  number  of  areas  in  which  to  contract  studies.  Its  role 
in  comprehensive  environmental   research  and   data   collection   has  been 
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limited.      Its  primary  function  has  been  the  collection  and  dissemination 

of  existing  information,   oversight  of  the  environmental  impact  statement 

processes,  and  the  compilation  of  the  Annual   Environmental  Quality  Report. 

In  its  report   at  the  end  of  1974,    the   CEQ  admitted  that  in  the  area 

of  data  and  predicting  environmental  trends,  present  efforts  are  inadequate: 

As  stated  in  the  introduction  to  this  chapter,  there  is  a  critical 
need  for  accurate  and  timely  information  about  environmental 
conditions  and  trends,  in  order  that  important  decisions  af- 
fecting environmental  quality  and  natural  resources  can  be 
made  on  the  most  informed  basis  possible.  .  .  . 
In  CEQ's  previous  Annual  Reports  and  other  studies,  attempts 
have  been  made  to  (1)  develop  and  provide  these  kinds  of  in- 
terpretive analyses  and  (2)  report  on  progress  in  developing 
environmental  indices  and  indicators  as  potential  practical 
tools  by  which  environmental  assessments  could  be  effectively 
communicated  to  the  public.    Other  Federal  agencies  also  have 
contributed  to  this  effort.    In  general,  however,  the  response 
of  both  the  Federal  Government  and  the  scientific  commiunity 
to  this  important  need  and  mandate  have  been  inadequate.  Both 
the  National  Academy  of  Sciences  and  the  Library  of  Congress 
have  recently  concluded  that  environmental  indices  and  other 
interpretive  tools  are  feasible  and  much  needed;  that  previous 
efforts  have  been  inadequate;  and  that  an  intensified  Federal 
effort  is  needed  in  this  area.  ^/ 

The  report  went  on  to  say: 

CEQ  will  continue  its  efforts  in  the  development  of  interpretive 
techniques  related  to  air  quality,  water  quality,  land  use,  and 
ecological  conditions  and  trends.    However,  no  Federal  com- 
mittee or  small  staff  agency  can  adequately  accomplish  this 
task  without  considerable  help  from  the  scientific  community 
and  support  from  the  agencies  that  are  primarily  responsible 
for  acquiring  or  assimilating  environmental  data.  .  .  . 

After  indicating  the  need  for  increased  activities  in  this  area  by  sev- 
eral specific  agencies,  the  report  said: 


■''I  Council  on  Environmental  Quality.  The  Fifth  Annual  Report  o7  tTie 
Council  on  Environmental  Quality.  U.  S.  Government  Printing  Office, 
Washington,  D.C.,  December  1  974.    pp.  331  -332. 
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Failure  to  meet  these  needs  will  result  not  only  in  less  informed 
decisions  about  environmental  quality,  but  also  in  some  mis- 
direction of  resources  expended  on  environmental  monitoring 
and  data  processing,  ^l/ 

Therefore,  although  the  CEQ  and  the  Office  of  Environmental  Quality 
were  established  as  the  only  comprehensive  organizational  response  to  the 
widely  perceived  need  in  the  early  1  970's  for  such  an  entity,  the  CEQ 
itself  would  evaluate  its  ability  to  perform  environmental  studies  and  fore- 
casting as  far  short  of  adequate  in  terms  of  the  needs  in  this  area.  The 
CEQ  is  not  equipped  or  organized  to  perform  the  environmental  research 
or  studies  proposed  for  the  Environmental  Institute  described  earlier  in 
this  paper,  or  to  perform  the  functions  of  the  proposed  Data  Bank. 


^/  Ibid.  ,  p.  334. 
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GENERAL  SUMMARY 

The  period  since  19  70  has  been  one  of  significant  activity  in  forward- 
ing institutional  proposals  for  environmental  research,  data  collection,  educa- 
tion, and  policy  analysis.    The  major  proposals,  for  the  National  Environ- 
mental Policy  Institute,  the  National  Environmental  Laboratories,  the  Na-  I 
tional  Environmental  Data  Bank,  and  the  State  and  Regional  Environmental  jp 
Centers,  were  the  focus  of  considerable  congressional  interest  and  activity. 

Several  new  institutions  with  environmental  policy  and  research  re- 
sponsibilities were  established,  both  through  congressional  action  and  through 
Administrative  action.     The  main  ones  are  the  Council  on  Environmental 
Quality  and  the  Environmental  Protection  Agency  (EPA).   The  Council  was 
given  a  very  broad  mandate,  with  opportunities  provided  for  research,  investi 
gations,  data  collection,  comprehensive  environmental  evaluation  and  other 
related  functions.     The  EPA  was  not  discussed  in  this  report,   since  its 
purposes  were  framed  more  specifically  ,  including  mainly  areas  other  than  ^ 
research  and  planning.  EPA   was  established  to  perform  regulatory  functions 
in  enforcing  and  implementating  major  pollution  control  efforts  of  the  Federal 
Government.       It  has   been  given  many  specific  areas  in  which  to  carry 
out  these  duties:     air  quality,   water  quality,   solid  waste,  noise  control, 
pesticide  regulation,  and  others.      Its  research  and  planning  functions, 
however,  are   directed  toward  these  particular  functions.  Although 
its  research  program  is  problem -specific  and  does  not  include  a  compre- 
hensive role,  the  expansion  of  it  has  meant  that  the  agency  is  collecting 
information  and  doing  research   in  many  areas  of  critical  environmental 
concern,  and  thus  the  argument  has  often  been  forwarded  that  EPA  is  equip- 
ped  to  perform  the  broader  data  collection  tasks     envisioned  in  some  of 
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the  proposals  described  in  this  report.  However,  the  agency  is  not  designed 
to  serve  these  purposes  primarily. 

A  recurrent  theme  in  the  rationale  behind  each  of  the  proposed  and 
enacted  organizational  entities  was  the  critical  need  for  a  long-range 
perspective  in  evaluating  environmental  problems  and  consequences  for  the 
environment  of  national  policies.  And  essential  to  that  long-range  perspec- 
tive, it  was  argued  by  the  proponents  of  these  proposals  and  institutions, 
were  more  research,  greatly  expanded  data  collection,  more  complete  pol- 
icy analysis.  And  more  importantly,  the  performance  of  these  functions, 
it  was  argued,  must  be  done  in  organization  with  a  comprehensive  capacity 
to  make  the  many  and  complex  interconnections  required  by  the  nature  of 
environmental  problems. 

The  very  complexity  of  work  to  be  performed  in  the  needed  institutions 
seems  to  have  served  as  one  of  the  stumbling  blocks  to  their  establishment. 
And  the  only  comprehensive  institution  enacted,  the  Council  on  Environ- 
mental Quality,  has  been  given  very  limited  resources,  thus  preventing 
extensive  work  in  the  areas  where  they  are  authorized  to  operate.  At 
present,  the  Council  is  an  advocate  of  better  and  far  more  extensive  data 
collection,  forecasting  ability,  and  environmental  research. 

In  general,  the  long-range  perspective  and  capability  deemed  to  be 
essential  in  avoiding  environmental  crises  by  those  who  forwarded  the  pro- 
posals described  in  this  report  has  yet  to  be  established  in  the  view  of 
those  who  saw  the  need. 
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Legislative  1 

Institution                                                                     Organizational                                                                                                                Historical  ] 
or  ProDosal                              Functions                                 Form                               Reports  to                               Funding  Status 

i 

(S.1216),  93d 

(H.R.  14A68)  and  94th 

(H.R.  75)  Congresses. 

Received  Administration 

backing  temporarily  in 

1971.     Never  voted  on  in 

Congress. 

ON 

<J  c 
c  <: 

Passed  Senate  only  in 
92d  Congress;  No  further 
action. 

Introduced  in  92d  Con- 
(S.  681);  passed  as 
Title  II  of  H.R.  56— 
This  was  vetoed;  Passed 
Senate  in  93d  Congress 
(S.   1865).  Introduced 
in  94th  Congress  (S.761 
and  H.R.   35) — no  action. 

Federal  grant  $10  rail- 
lion  per  year,  $5  mil- 
lion matching  funds; 
Funding  from  non- 
Federal  sources- 
public  and  private. 

Federally  established 
Trust  fund  of  $250 
million,  annual  appro- 
priations of  $200  mil- 
lion for  each  lab,  and 

money  from  other  Fed- 
eral and  non-Federal 
sources. 

Federal  Funds  for  as- 
slstance-4i7  million 
escalating  tc  $34  mil- 
lion per  year. 

I 
1 

tract  work  for  agencies, 
and  also  generates  own 
research  and  reports. 

I 

r 

o 

{ 

Assistance  program  ad- 
ministered by  EPA  Ad- 
ministration who  over- 
sees program  develop- 
ment in  centers. 

11-member  board  of 
directors;  including 
top  Federal  Environ- 
mental officials  and 
others.     200  to  300 
professional  staff. 

Board  of  Trustees — 

including  4  top 
Federal  environmental 
officials  and  5 
others;  one  to  four 

after  AEC  national 
labs. 

Possible  establishment 

of  designated  center 
in  each  state  or  in 
combinations  of  states 
states — under  direc- 
tion of  existing  aca- 
demic or  research  in- 
stitution. Over-all 
coordination  of  "En- 
vironmental Centers 
Research  Coordination 
Board"  headed  by  EPA 
Administrator. 

1      Policy  analysis;  policy- 
1      oriented  research;  De- 
velopment of  alternative 
solutions  for  existing 
emerging  problems. 

Basic  and  applied  re- 
search—mult  id  isc  i- 
plinary;  data  storage 
and  collection,  data 
analysis  and  synthesis. 

t 
I 

II 

] 
I 

policy  institute 

i 

i 

1 
1 

J 
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Legislative 
Historical 
Status 

Introduced  in  91st  Con- 
gress (H.R.  17A36). 
Passed  92d  Congress 
(H.R.  56);  vetoed.  93d 
Congress  reintroduced, 
but  no  further  action. 

Enacted  in  91st  Congress 
(P.L.  91-190). 

Funding 

Federal  appropriations- 
Si  million  escalating 
to  $3  million  annually. 

Federal  appropria- 
tions~$2.5  million 
per  year. 

1 

Reports  to 

Council  on  Environ- 
mental Quality 

I 

The  President 

Organizational 
Form 

Central  computerized 
facility;  director. 

3-man  council . 

Functions 

Collection,  storage, 
dissemination  of  en- 
vironmental data. 

Prepares  annual  re- 
port on  Nation's  en- 
vironmental Quality, 
policy  analysis  and 
formulation,  informa- 
tion gathering,  con- 
duct investigations 
and  research  on  en- 
vironmental quality. 

Institution 
or  Proposal 

National  environmental 
data  system 

Council  on  Environmental 
Quality 
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COMPARATIVE  ANALYSIS  CF  SELECTED  0RGMII21ATI0NAL  ARRANGEI-IENTS 
FOR  LONG-RANGE  PLANNING  AND  STRATEGIC  ASSESSMT 
IN  I'HE  FEDERAL  GOVERNMENT 

The  ciirrent  Congressional  interest  in  planning  as  a  tool  for  govern- 
mental management  has  given  rise  to  a  number  of  proposals  for  establish- 
ing improved  policy  planning  capabilities  in  the  Federal  Government.  As 
an  aid  to  Congressional  consideration  of  legislation  dealing  with  plan- 
ning for  environmental  matters,  this  study  presents  a  comparative  analy^ 
sis  of  some  of  the  principal  historic  and  proposed  approaches  to  struc- 
turing a  long-range  comprehensive  planning  capability  for  the  Federal 
Government  as  a  v;hole.    The  aim  of  the  study  is  to  offer  an  analytic 
background  against  which  to  consider  proposals  for  more  functionally 
focused  long-range  environmental  planning — proposals  such  as  those  that 
are  discussed  elsewhere  in  this  compilation. 

Back^roimd 

The  idea  of  national  planning  emerged  as  an  intellectual  and 
political  issue  in  America  diiring  the  1930* s,  the  decade  of  the  Great 
Depression.    Much  of  the  leadership  of  the  national  planning  movement 
came  out  of  the  field  of  city  and  regional  planning,  a  field  that  had 
gro\m  during  the  reformist  efforts  during  the  early  20th  centviry  and  that 
had    counted,  perhaps  surprisingly,  Herbert  Hoover  among  its  allies.-^ 

t/       Herbert  Hoover's  leadership  while  he  was  Secretary  of  Commerce 
mder  Viarren  Harding  had  led  to  the  Standard  State  Zoning 
Enabling  Act  of  1924,  a  model  for  the  States  to  follow 
in  order  to  enable  local  governments  to  enact  local  zoning 
ordinances. 
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Engineer  and  railroad  executive  Fredrick  Delano,  whom  President  Roosevelt 
appointed  chairman  of  the  National  Resources  Plajining  Board,  was  a  leader 
in  the  creation  of  the  Bumham  plan  for  the  city  of  Chicago  and  in  the 
development  of  the  metropolitan  regional  plan  for  New  York  in  the  Hvren- 
ties.    Charles  Merriam,  also  appointed  by  FDR  to  the  National  Resoiirces 
Planning  Board,  was  a  member  of  the  Chicago  city  cotincil  d\iring  the  years 
before  V/orld  War  I,  a  leader  of  the  Chicago  reform  movement  as  well  as.  of 
the  American  Political  Science  Association,  fo-under  of  the  Social  Science 
Research  Council,  and  professor  and  chairman  of  the  Department  of  Politi- 
cal Science  at  the  University  of  Chicago;  and  he  was  an  important  parti- 
cipant in  a  landmark  conference  to  promote  research  and  instruction  in 
city  and  regional  planning. 

Despite  its  origins  in  city  and  regional  planning,  the  leadership 
of  the  national  planning  movement  in  the  'thirties  was  not  limited  by  . 

the  matrix  from  which  it  had  sprimg.    It  had  a  grander  vision — a  vision 

2  ' 

of  planning  as  a  central  part  of  the  national  policy  of  the  country.-^ 

Although  the  governmental  institutions  for  planning  that  grew  out 
of  the  New  Deal— ^;he  National  Resources  Planning  Board,  the  National 
Recovery  Administration,  the  Agricultural  Adjustment  Administration,  and 
the  PisccuL  and  Monetary  Board  have  disappeared  leaving  behind  few  if  any 
traces,  they  are  of  considerable  historic  interest  from  an  organizational 
point  of  view. 

2/       See,  for  example,  the  remarks  of  presidential  candidate  Franklin 

Roosevelt  on  the  occasion  of  the  publication  of  the  New  York 
Regional  Plan  at  the  end  of  1931-    Quoted  in  Lepawsky,  Albert. 
The  Planning  Apparatus:    A  Vignette  of  the  New  Deal.  Journal 
of  the  American  Institute  of  Planners.    Jan.  1976.    p.  22. 
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The  planning  idea  has  occasionally  reemerged  and  has  given  rise 
to  organiza-tional  entities  such  as  the  National  Seciirity  Council  and  the 
Domestic  Council,  as  well  as  to  efforts  to  reorganize  the  Executive 
Branch  along  functional  lines  in  order  to  facilitate  policy  planning  and 
coordination.-^    It  is  only  relatively  recently,  however,  that  there  have 
appeared  a  series  of  major  proposals  for  improving  the  planning  capabilities 
of  the  Federal  Government.    Some  of  these  proposals  have  taken  the  form 
of  legislation  introduced  by  Members  of  Congress;  some  have  been  proposals 
made  by  scholars  working  iinder  a  variety  of  auspices. 

This  study  examines  some  of  the  principal  historic  and  proposed 
approaches  to  planning  and  policy  analysis  in  the  Federal  Government, 
comparing  them  using  a  common  framework  to  the  fullest  extent  practicable. 

Framework  for  the  Analysis 

Most  of  the  examples  that  will  be  discussed  in  this  study  are  pro- 
posals for  planning  and  strategic  assessment  institutions  that  would  aim 
at  a  comprehensive  approach  to  long-range  policy  planning  in  government. 
That  is  to  say,  they  are  in  the  main  not  directed  to  planning  in  any  single, 
pajrticiilar  functional  area  such  as  environmental  planning,  health  care 
planning,  or  public  works  planning.    Some,  hovrever,  are  focused  on  matters 
of  national  economic  planning.    Therefore,  in  the  discussion  of  each  example 

\J       See, for  example,  U.S.  Executive  Office  of  the  President.  Office 

of  Management  and  Budget.    Papers  Relating  to  the  President's 
Departmental  Reorganization  Program.    A  Reference  Compila- 
tion.   Washington,  U.S.  Govt.  Print.  Off.,  March  1971. 
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the  scope  of  the  planning  work  that  would  be  reqxiired  is  set  forth. 
>/hat  type  of  planning  and  policy  analysis  wo\ild  be  undertaken?    V;hat  func- 
tional areas  would  be  included  within  the  scope  of  its  work?    V.Tiat  degree 
of  comprehensiveness  would  be  attempted?    .iliat  sort  of  mandate  woiild  the 
proposed  institution  be  given? 

The  organizational  structure  of  the  proposed  planning  institution 
is  of  special  interest.    What  would  be  its  principal  organizational 
elements?    Hov;  v;o\ild  they  relate  to  one  another?    Uhere  would  the  proposed 
institution  be  located  with  respect  to  the  Executive  and  Legislative 
Branches  of  government?    '.ihat  would  be  its  expected  role  in  the  Executive 
decision  making  process,  i.e.,  hov;  would  the  planning  relate  to  action? 
What  contribution  v;ould  the  proposed  institution  make  to  the  legislative 
process? 

The  top  management  of  any  planning  organization  is  critical  in  the 
carrying  out  of  the  planning  process.    How  v/ould  the  top  managers  of  the 
proposed  institution  be  chosen?    V<hat  would  be  their  tenure?    Vihal  are 
the  implications  of  their  method  of  selection  for  the  overall  functioning 
of  the  organization?    To  whom  would  they  be  answerable? 

A  third  critical  matter  is  that  of  funding.    Vrhat  would  be  the 
source  of  fxmds  to  support  the  proposed  planning  work?    V.Tio  would  contol 
the  institution's  pursestrings?    To  what  extent  would  this  tend  to  politici 
the  planning  institution's  work,  especially  its  ability  to  give  primary 
attention  to  long-range  policy  issues? 

A  fourth  matter  of  interest  is  the  planning  process  that  v/ould 
characterize  the  planning  institution's  work.    To  what  degree  is  a  process 
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specified  in  the  proposal?    v;h.at  information  sovirces  would  the  institu- 
tion have  access  to?    V/hat  provisions  would  be  made  for  commuiii  cat  ions 
betvieen  the  Federal  planning  institution  and  State  and  local  governments 
and  the  private  sector? 

Finally,  what  work  product  would  be  required  of  the  proposed 
planning  agency?  Vlhat  would  be  the  function  of  the  product  in  the 
policy-making  process? 
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the  national  resources  plakiiing  board 
(nrpb) 

Background 

The  National  Resoiirces  Planning  Board  v;as  the  final  attempt  by  the 
Roosevelt  Administration  to  institutionalize  Federal  planning  in  one 
comprehensive  agency.    The  NRPB  was  the  successor  of  a  series  of  short- 
lived planning  organizations  established  in  the  Executive  Branch  in  an 
effort  to  strengthen  its  policy  plaiming  and  coordination  capabilities. 
Its  predecessor  organizations  were  the  National  Planning  Board  (NPB), 
the  National  Resources  Board  (NT?B)  ,  and  the  National  Resources  Committee 
(NRC). 

The  National  Planning  Board  was  established  within  the  Public 
Works  Administration  v/ith  the  purpose  of  planning  and  coordinating 
Federal  works  activities,  but  with  a  longer-term  aim.     Interior  Secretary 
Harold  Ickes,  within  v;hose  jtirisdiction  the  Public  V.'orks  Administration 
fell,  said — 

"Vi'e  hope  that  long  after  the  necessity  for 
stimulating  industry  and  creating  new  buying 
power  by  a  comprehensive  system  of  public 
works  shall  be  a  thing  of  the  past,  national 
.  planning  will  go  on  as  a  permanent  government 
institution."  4/ 

After  the  Supreme  Court  declared  the  National  Recovery  Administration 
unconstitutional,  the  President  reconstituted  the  plajining  function  of 
the  NPB  by  creating  the  National  Resources  Board  .    Under  the  provisions 

4/       Ickes,  Harold  L.    Federal  Emergency  Administration  of  P*ublic  V/orks. 

Planning  and  National  Recovery  (1933).  p.  22.  Quoted  in 
Mel  Scott.  American  City  Planning  Since  I89O.  Berkeley, 
University  of  California  Press,  1971.    p.  302. 
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of  Executive  Order  6777  of  June  30,  I934,  the  l^TlB»s  function  v;as  to  prepare 
and  present  to  the  President  a  program  for  the  development  and  use  of 
land,  water,  and  other  resources.    On  June  7,  1935,  the  NRB  was  abolished 
and  reconstituted  with  expanded  functions  as  the  National  Resources  Com- 
mittee.   The  NEC's  job  was  not  to  develop  a  specific  program,  but  to  aim 
toward  an  improved  planning  process.    Its  duties  as  set  forth  in  Execu- 
tive Order  7O65  were  as  follows: 

(a)  To  collect,  prepare  and  make  available  to  the 
President,  with  recommendations,  such  plans,  data 
and  information  as  ma;y  be  helpful  to  a  planned 
development  and  use  of  land,  water,  and  other  natural 
national  resources,  and  such  related  subjects  as  may 
be  referred  to  it  by  the  President. 

(b)  To  consult  and  cooperate  with  agencies  of  the 
Federal  Government,  with  the  States  and  municipar- 
lities  or  agencies  thereof,  and  with  any  public 

or  private  planning  or  research  agencies  or  insti- 
tutions, in  carrying  out  any  of  its  duties  and 
functions. 

(c)  To  receive  and  record  all  proposed  Federal  pro- 
jects lEVolviiig  the  acquisition  of  land  (inciuding 

transfer  of  land  jurisdiction)  and  land  research 
projects,  and  in  an  advisory  capacity  to  provide 
the  agencies  concerned  with  such  information  or 
data  as  may  be  pertinant  to  the  projects.  All 
Executive  agencies  shall  notify  the  National  Re- 
sovirces  Committee  of  such  projects  as  they  develop, 
before  major  field  activities  are  undertaken. 

In  1939i  "the  NRC  was  abolished  and  its  functions  assumed  by  the 

National  Resources  Planning  Board  within  the  newly  formed  Executive 

5/ 

Office  of  the  President.-^ 


The  Executive  Office  of  the  President  was  created  by  Reorganization 
Plan  No.  1  of  1939.    The  reorganization  went  into  effect 
on  July  1,  1939. 
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Authority  for  the  National  Resources  Planning  Board 

The  reorganization  plan  that  established  the  National  Resources 
Planning  Board  was  prepared  pxirsuant  to  the  provisions  of  the  Reorganiza- 
tion Act  of  1939*    Eart  1  of  the  reorganization  plan  established  the 
Executive  Office  of  the  President,  of  which  the  NRP3  was  an  element. 

Scope  of  Its  Planning  Work 

The  planning  responsibilities  of  the  newly  constituted  IJRPB  were 
basically  the  same  as  those  of  its  predecessor,  the  NRG.    It  also  assximed 
the  responsibilities  of  the  Federal  Employment  Stabilization  Office, 
which  was  charged  with  advising  the  President  on    employment  and  bvisi- 
ness  trends  and  on  the  existence  or  approach  of  periods  of  business  de- 
pression and  unemployment. 

Organizational  Structure 

The  NRPB  was  made  a  part  of  the  Executive  Office  of  the  President, 
without  any  direct  relationships  to  individual  Executive  agencies.  That 
is  to  say,  it  was  not  subordinated  within  an  individual  line  agency 
as  had  been  its  aneestor,  the  National  Planning  Boeird,  which  was  within 
the  Public  VJorks  Administration  of  the  Interior  Department. 

The  Board,  which  was  to  work  iinder  the  direction  and  supervision 
of  the  President,  had  five  president ially  appointed  members.    One  was 
designated  by  the  President  as  chairman;  another,  as  vice  chairman. 

The  reorganization  plan  authorized  the  Boaj^i  to  determine  the  rules 
of  its  own  proceedings  and  to  appoint  a  staff  of  employees  and  officers 
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and  to  authorize  its  officers  to  perform  such  duties  and  to  make  such 
expenditxires  as  ma^  be  necessary.     In  addition  to  the  five-man  board, 
the  FRPB  had  several  technical  committees  established  from  time  to  time 
to  study  land,  water,  and  energy  resources;  industry;  transportation; 
science;  population;  \irbanism;  local  planning;  public  works;  and  relief; 
and  the  board  established  an  eleven-district  field  structure.    By  1943 
its  staffing  level  had  grown  to  15O  employees  in  the  Washington  office 
and  72  employees  in  the  field;  and  the  staff  v;as  supplemented  by  35  per 
diem  consultants.-^ 

Organizational  Relationships 

Clearly,  the  NRPB  was  the  creation  of  the  President,  and  he  had 

its  loyalty.    Although  he  had  hoped  that  the  IJRPB  v;ould  help  him  get  an 

administrative  handle  on  the  New  Deal's  disjointed  bxireaucracy,  it  did 

not  meet  this  expectation;  and  the  President  is  said  to  have  looked 

elsewhere  v;hen  immediate  national  problems  were  his  concern.  The 

Bxireau  of  the  Budget,  for  exa;nple,  was  more  concerned  with  the  more 

immediate  future.    With  its  long-range  planning  viewpoint,  the  NRPB  was 

7  / 

seen  by  the  president  as  a  long-distance  "intellectual  spearhead."-^ 

There  was  little  direct  contact  between  the  NRPB  and  the  line 
agencies  of  the  Executive  Branch,  sim.ply  because  of  the  separation  be- 

6  /     Beckman,  Norman.    Federal  Long-Range  Planning.    The  Heritage  of 

the  National  Resources  Planning  Board.  Journal  of  the  Ameri- 
can Institute  of  Planners.    Vol.  26,  No.  2.    May  I96O.  p.90. 


_iJ     Ibid.    p.  91. 
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•tween  the  BocLrd,  its  field  structure  and  long-ran^  planning  interest 
on  the  one  hand,  and  the  administrative  mandates  and  field  structures 
of  the  line  agencies  on  the  other.    Most  line  agencies  were  cooperative 
with  the  Board  since  it  v;as  not  a  regulatory  agency  and  since  it  did  not 
make  direct  and  formal  efforts  to  get  its  recommendations  implemented. 
It  rarely  made  specific  recommendations  to  the  President;  ite  discussions 
with  him  were  on  broad  matters;  and  its  approach  was  advisory.     It  did 
generate  some  degree  of  friction  with  a  few  agencies,  however,  hecause 
of  its  review  of  public  v/orks  projects.      The  Corps  of  Engineers,  the 
Tennessee  Valley  Authority,  the  Forest  Service,  and  the  Reclamation 
Bureau,  for  example,  vrere  resentful  of  an    IIRPB      role  as  early  as  1934 
because  of  a  ITRB  study  called  "A  Plan  for  Planning."    They  saw  the 
Board  as  a  threat  and  feared  that  "some  board  of  five  professors  [\:a.s 

going]  to  decide  v;here  the  dams  would  be  built,  the  swamps  drained,  the 

8/ 

trees  planted. — ' 

The  NRPB  did  not  have  close  relationships  v;ith  Congress,  nor  did 
the  Board  seek  such  relationships  since  it  saw  itself  as  a  staff  support 
to  the  Presidency.     Its  lack  of  friends  in  Congress  left  it  vulnerable 
to  criticism  and  attack  from  those  \}ho  saw  it  as  duplicative  of  other 
agencies  and  as  a  harbinger  of  socialism.    Its  vulnerability  was  increased 
by  the  lack  of  any  corresponding  congressional  committee  to  whom  it  could 
relate  as  the  Council  of  Economic  Advisors  relates  to  the  Joint  Economic 

17 

Committee. — ' 

8  /      Graham,  Otis  L.,  Jr.    Tov;ard  a  Planned  Society.    Nev/  York,  Oxford 

University  Press,  1976.    p.  54» 

9  /      Beckman.    Op.  cit.    p.  92. 
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Funding 

As  part  of  the  Executive  Office  of  the  President,  the  imPB  depended 
upon  Executive  Branch  -  Legislative  Branch  independence  and  comity  to 
ass\ire  funding  for  the  Board's  work;as  long  as  the  President  supported 
that  ;vork  and  requested  the  funds,  the  necessary  support  was  made  available. 

Track  Record 

Observers  of  the  National  P.esotirces  Planning  Board  have  noted  several 
achievements  which    deserve  envimeration  here.    First,  the  Board  produced 
a  number  of  studies  on  river  basin  development,  land  policy  and  planning, 
energy  resources,  population,  housing,  transportation,  unemployment  instir- 
ance,  and  others.    Second,  State-level  planning  v;as  stimulated  by  the 
Board's  field  and  consultant  activities;  during  the  life  of  the  Board, 
the  number  of  State  planning  agencies  grev;  from  three  to  thirty-five. 
Third,  the  Board  successfully  stimulated  an  increased  degree  of  local- 
State-Federal  cooperation  thro-ugh  its  promotion  of  river  basin  planning. 

Cn  the  other  hand,  it  was  not  v;ithout  its  failures.    First,  because 
of  its  close  relationship  to  the  President,  the  objectivity  v/hich  it 
claimed  v;as  not  entirely  credible.    Second,  it  v;as  never  entirely  clear 
what  the  subject  of  the  Board's  planning  effort  vjas  to  be.    Third,  some 
observers  assert  that  the  Board  showed  poor  political  judgment  in  its 
timing  of  releases  of  controversial  reports.    Fourth,  the  Boaxd's  inability 
to  produce  concrete  results  or  to  significantly  affect  policy  alienated 
many  in  Congress  and  in  the  executive  bureaucracy. 

The  track  record  of  the  IJRPB  is  discussed  in  more  detail  in  Beckman, 
Op.  cit.    p.  92-94. 


10/ 
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THE  TUG^^^ELL  PROPOSAL  FOR  A  NEK  CONSTITUTION 


Background 

In  September  1970  the  Center  for  the  Study  of  Democratic  Institu- 
tions announced  the  completion  of  a  proposal  for  a  new  national  constitu- 
tion, which  was  drafted  by  Rexford  Guy  Tu^ell,  former  FDR  brain  truster 
and  governor  of  Puerto  Rico.    The  proposal  would  place  the  long-range 
planning  function  in  a  separate  branch  of  the  National  government.  The 
Planning  Branch  would  be  one  of  six  branches  that  would  replace  our  present 
three  branches  of  government.    These  six  would  be  an  Executive  Branch,  a 
Legislative  Branch,  a  Judicial  Branch,  a  Regulatory  Branch,  an  Electoral 
Branch,  and  a  Planning  Branch. 

Authority 

Creation  of  a  Planning  Branch  in  the  Federal  Government  would  require 
a  radical  amendment  of  the  Constitution.  In  Tugwell's  proposed  amendment — 
replacement  would  be  a  better  term — the  authority  for  the  new  Planning 


Branch  is  fotmd  in  Article  III. — 

Organizational  Structure 

The  planning  function  would  be  embodied  in  the  Planning  Branch  which 
would  have  a  Planning  Board  and  a  Planning  Department. 

The  Planning  Board  would  be  made  up  of  eleven  members  appointed 
by  the  President.    Their  terms  would  be  for  eleven  years. 

2jy  Tugwell,  Rexford  Giay.  Introduction  to  a  Constitution  for  a  United 
Republics  of  America.  Center  Magazine.  Vol.  3.  Sept. -Oct. 
1970.    p.  19. 
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The  first  members  of  the  Board  would  have  terms  running  from  one  to 
eleven  years.    They  would  be  eligible  for  reappointment.    The  chairman 
of  the  Board,  the  member  having  the  longest  term,  would  super\'-ise  the 
Planning  Department  in  its  preparation  of  six-  and  twelve-year  develop- 
ment plans.    The  chairmaji  also  appoints  a  planning  administrator,  unless 
a  majority  of  the  Board  object,  from  panels  elected  by  national  associa- 
tions of  professional  plarmers  which  the  chairman  recognizes.    The  Planning 
Administrator  would  be  authorized  to  appoint  deputies,  subject  to  the 
agreement  of  the  chairman  and  the  Board. 

At  the  sub-national  level  the  Republics,  which  would  replace  our 
present  States,  would  have  planning  systems  which  would  be  linked  to  the 
plaiming  processes  of  the  Planning  Branch  of  the  national  government. 

Staggering  the  eleven-year  terms  of  the  members  of  the  Planning 
Board  would  tend  to  shield  their  functioning  from  the  pressures  of  the 
election  cycle,  allowing  it  to  address  itself  to  long-term  matters. 
The  staggering  v;ould  also  make  the  Board  relatively  insensitive  to  pressiires 
from  the  President,  v/ho  would  have  a  nine-year  term,  to  support  his 
political  program.    The  character  of  the  Board  during  its  initial  years, 
however,  v;ould  be  largely  shaped  by  the  President.    But  after  the  system 
is  put  into  practice  he  would  be  able  to  have  a  majority  of  his  own  ap- 
pointees only  after  six  years  of  his  nine-year  term.    Nine  of  an  indivi- 
dual President's  appointees  would  be  carried  over  into  his  successor's 

12/ 
term. — ' 


22/      Tugvrell's  President  would  serve  only  one  nine-year  term.    He  could 
not  succeed  himself. 
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Although  this  organizational  arrangement  allows  the  Planning  Branch 
to  be  free  to  deal  with  long-tern  planning  problems,  it  does  raise  ques- 
tions about  how  well  such  an  arrangement  will  allow  planning  to  be  tied 
to  action — i.e.,  to  the  Executive  Branch. 

Organizational  Relationships  and  the  Planning  Process 

The  Planning  Department,  under  the  supervision  of  the  Board  chair- 
man would  be  responsible  for  the  preparation  of  the  six-  and  twelve-year 
development  plans.  The  chairman  would  be  responsible  for  presenting 
these  two  plans  to  the  Planning  Board.  In  the  year  before  the  plans  are 
to  take  effect,  they  are  to  be  subjected  to  public  hearings  and  revisions. 
On  the  fourth  Tuesday  in  July  they  are  to  be  submitted  to  the  President, 
who  is  to  transmit  them  to  the  Senate  on  September  1  with  his  comments. 

The  Planning  Department  would  also  be  responsible  for  the  prepara- 
tion of  the  budget,  which  would  also  be  submitted  on  the  fourth  Tuesday, 
of  J\ily  to  the  President.    If  a  majority  of  the  Board  is  dissatisfied  with 
the  budget  proposals,  the  budget  v/ould  be  sent  to  the  President  with 
notation  of  the  individual  Boajrd  members'  reservations.    The  budget  is 
submitted  to  the  House  of  Representatives  on  September  1st  with  the 
President's  comments,  the  same  day  as  that  of  the  submittal  of  the  six- 
and  twelve-year  plans  to  the  Senate. 

The  plans  would  be  disseminated  for  discussion  and  the  opinions 
generated  during  the  discussion  would  be  considered  while  plans  are  being 
formulated  for  the  succeeding  year.    There  is  no  language  in  the  proposed 
constitution,  hov;ever,  that  indicates  the  distribution  list  for  the  two 
plans.     This  is  apparently  left  to  the  discretion  of  the  Branches  involved. 
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The  plajis  are  to  be  updated  each  year,  so  rather  than  the  six-  and 
twelve-year  plans  being  cast  in  concrete  images  of  some  future  state, 
they  are  flexible  guidelines  that  express  the  government's  best  estimate 
of  the  likely  state  of  the  nation  or  the  desired  direction  for  the  nation 
to  follow  over  the  subsequent  six  and  twelve  years. 

The  President  or  the  Senate  or  both  may  object  to  the  two  plans' 
provisions.    Should  this  happen,  the  plans  would  be  returned  for  restudy 
and  resubmission.     If  after  restudy  and  resubmission  there  are  still 
objections  and  if  the  President  and  the  Senate  agree  in  their  objections, 
they  would  prevail.    If  the  President  ajid  the  Senate  disagree  in  their 
objections,  the  Senate  would  prevail. 

Section  8  of  Article  III  of  the  proposed  constitution  v;ould  provide 

a    linkage  between  national  and  subnational  planning  —  i.e.,  between  the 

Planning  Branch  of  the  national  government  and  the  planning  systems  of 

the  individual  Republics.    Section  8  says  — 

The  Republics,  on  Jxme  1st,  shall  submit  proposals 
for  development  to  be  considered  for  inclusion  in 
those  for  the  United  Republics.    Researches  and 
administration  shall  be  delegated,  v/hen  convenient, 
to  planning  agencies  of  the  Republics. 

This  arrangement  allov;s  for  an  integration  of  national  and  subnational 

planning,  providing  for  v:hat  is  sometimes  called  "wall-to-Tr/all"  subnational 

planning. 

Tugwell  would  also  link  the  private  sector  to  the  national  planning 
process.    Article  III  v;ould  authorize  the  Planning  Branch  to  require 

inputs  from  — 

private  individuals  or  associations  as  are  affected 
v/ith  a  public  interest,  including  those  organized  as 
Authorities.    They  shall  report  intentions  to  expand 
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or  contract,  estimates  of  production  and  de- 
mand, probable  uses  of  resources,  numbers  to 
be  employed,  and  such  other  information  as 
may  be  essential  to  comprehensive  public 
planning;  but  there  shall  be  regard  for  the 
convenience  of  those  required  to  make  reports.  ^-V 


The  proposed  constitutional  language  that  would  establish  a  national 
plajining  process  recognizes  that  there  are  linkages  between  national  domes- 
tic affairs    and  the  nation's  foreign  affairs: 

Section  13 •    In  making  plans,  there  shall  be  due 
regard  to  the  interests  of  other  nations  and  such 
cooperation  v;ith  their  intentions  as  may  be  con- 
sistent with  plans  for  the  United  Republics. 

Section  14.    The  Planning  Branch  may  cooperate 
with  international  agencies,  making  such  con- 
tributions to  their  v;ork  as  are  approved  by  the 
President.  J4/ 


t.'ork  Product 

The  Planning  Branch  would  be  required  to  prepare  annually  updated 

six-  and  tx-7elve-year  plans  and  an  annual  budget.    The  budget  would  be 

subject  to  an  expenditure  ceiling  set  by  the  President. 

The  tv;o  plajis  are  to  "represent  the  national  intentions  tempered 

''5/ 

by  the  appraisal  of  possibilities." — '     The  purpose  of  the  tv:elve-year 
plan  v/ould  be  to  provide  a  "general  estimate  of  probable  progress"  in 
both  the  government  and  the  private  sector.    The  six-year  plan  would  be 


li/      Ibid.    p.  20 
l±/      Ibid.  p.  20 
1^      Ibid.  p.  19 
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specifically  related  to  estimated  revenues  and  expenditures.  Section 

5  of  the  proposed  constitutions  says  — 

The  pvirpose  [of  the  planning  process]  shall  he 
to  advance,  through  every  agency  of  the  govern- 
ment, the  excellence  of  national  life;  it  shall 
be  the  fut\are  purpose  to  anticipate  innovations, 
to  estimate  their  impact,  to  assimilate  them  in- 
to existing    institutions,  or  to  moderate  dele- 
terious effects  on  the  environment  and  on  society«l6 / 


The  Planning  Branch  v;ould  also  have  custody  of  the  official  national 
maps  for  use  as  basic  reference  documents  for  future  public  aoid  private 
development.    The  maps  would  indicate  the  location  of  existing  and  pro- 
posed facilities  and  intended  land  uses.    These  official  maps,  which 
would  also  be  maintained  by  the  planning  agencies  of  the  Republics,  as  v:ould 
duly  approved  plans  and  budgets,  be  given  the  force  of  lav;  by  the  constitution 

Developments  in  violation  of  official  desig- 
nation [on  the  maps]  shall  be  at  the  risk  of 
the  venturer  and  there  shall  be  no  recourse; 
but  losses  from  designations  preceding  acqui- 
sition shall  be  recoverable  in  actions  before 
the  Couj-t  of  Claims.  22/ 

The  budget,  which  the  Plaaining  Branch  would  prepare,  would  be  "a 
revision,  for  the  coming  year,  of  the  six-year  plan,  combining  estimates 


for  all  departments  and  agencies. 


II. 


16/ 
17/ 
11/ 


Ibid.  p.  20. 
Ibid.  p.  20 
Ibid.  p.  19 


88 


F\uiding 

The  proposed  cons-titution  specifies  the  method  of  funding  for  the 
Planning  Branch.    It  does  not  depend  upon  the  good  v;ill  of  appropriations 
committees  and  subcommittees;  rather  it  specifies  that  one  half  of  one 
percent  of  the  approved  United  Republics  budget,  not  including  debt 
service  or  pa^yrcents  from  trust  funds,  shall  be  made  available  to  the 
Planning  Branch.    The  funds  are  to  be  held  by  an  officer  called  the 
Chancellor  of  Financial  Affairs,  but  they  may  be  expended  according  to 
rules  established  by  the  Planning  Branch  itself. 

By  earmarking  funds  for  the  Planning  Branch,  the  proposed  constitu- 
tion shields  the  planning  process  from  political  pressiires  that  might  be 
applied  by  v;ay  of  the  appropriations  process. 

Pros  and  Cons 

Tugwell  has  made  a  radical  proposal  for  changing  the  structvire  of 
American  government,  a  proposal  that  is  not  likely  to  be  adopted, 

Hov;ever,  the  document  sets  in  high  relief  most  if  not  all  of 
the  important  issues  that  surrotind  the  problem  of  long-range  planning 
in  the  national  government.    If  for  no  other  reason,  it  could  be  argued 
that  this  doc\wient  is  a  major  contribution  to    public  consideration 
of  these  issues.    It  puts  national  planning  into  a  separate,  independent 
branch  of  government;  it  charges  it  v/ith  long-  and  middle-range  planning 
and  V7ith  the  preparation  of  the  annual  budget,  thereby  linking  long-range 
policy  formulation  v;ith  short-term  budgetary  and  operational  decisions; 
it  shields  the  planning  process  from  Presidential  and  Legislative  political 
presGXires,  while  leaving  the  decision-making  pov/ers  in  the  hands  of  the 
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elected  officials  in  the  Executive  and  Legislative  Branches.    And  although 
the  Planning  Branch  is  shielded  by  virtue  of  its  separateness,  the  pro- 
posed consititution  allov.'s  for  Presidential  recommendations  of  plans  ajid 
courses  of  action  to  be  taken  into  consideration  by  the  Planning  Branch. 

On  the  other  hand,  the  proposal  is  such  a  radical  one  that  it  is 
not  likely  to  make  a  direct  contribution  to  current  efforts  to  improve  the 
long-range  planning  capabilities  of  the  Federal  Gcvernment.    It  could  be 
argued  that  it  does  not  fall  within  the  realm  of  the  politically  feasible. 


70-315  O  -  76  -  7 
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THE  mSTITUT3  FOR  CONGKESS 

Backigyoxmd. 

After  about  three  years  cf  planning,  the  Institute  for  Congress 
VJas  formally  established  in  December  1975  in  the  belief  that  a  nev;  insti- 
tution was  needed  to  provide  the  Congress  v/ith  "timely  and  independent 

19/ 

policy  analysis  of  major  policy  issues  confronting  the  United  States. — ' 
The  Institute  was  laimched  as  a  five-yeetr  experiment. 

Authority 

The  Institute  for  Congress  is  a  private,  non-profit  organization; 
it  has  no  status  as  a  governmental  organization.    It  is  incorporated  un- 
der the  laws  of  the  District  of  Columbia  and  is  seeking  tax-exempt  status 
under  the  provisions  of  section  501(c)(3)  of  the  Internal  Revenue  Cod-e . 

Scope  of  Its  V/ork 

Martha  \}.  Griffiths  and  V/illiam  D.  Ruckleshaus,  chairman  and  vice 
chairman,  respectively,  of  the  Institute's  Board  of  Trustees,  presented 
a  joint  statement  setting  forth  the  rationale  for  the  Institute  and  de- 
fining the  scope  of  its  work: 

Congress  and  the  entire  American  society  stand 
at  a  critical  juncture,    lie  have  exhausted  our 
"mai'gins  of  error"  in  dealing  with  complex  and 
increasingly  technical  national  policy  choices. 
It  is  not  sufficient  for  Congress  to  wait  for 
Executive  Branch  initiatives,  or  to  entrust 


2£/      Institute  for  Congress.    News  release,    S'onday,  December  7,  1975*  P»  1 
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analysis  of  vital  national  policy  choices  to 
its  fragmented  committee  system  alone. 

Vie  fully  believe  that  Congress  cannot  hope 
to  become  a  full,  equal  partner  of  the  Execu- 
tive in  formulating  national  policy  unless 
it  has  available  to  it  superior  policy  analysis, 
cutting  across  committee  jurisdictional  lines, 
that  lays  the  factual  groundwork,  names  the  op- 
tions for  action,  and  presents  a  clear  case  for 
alternative  policies.  ££/ 

In  outlining  the  elements  of  the  work  it  hopes  to  perform,  the 
Institute  says  that  "the  research  mandate  of  the  Institute  would  be  com- 
prehensive" but  that  its  initial  v/ork  v;ould  concentrate  on  issues  related 
to  "national  security,  environment  and  resources,  public  health,  and 
social  and  economic  implications  of  new  technologies."    It  says  that  it 

would  seek  to  "anticipate  issues  which  will  require  congressional  deli- 

21/ 

beration." — ' 

Organizational  Structure 

The  Institute  functions  under  a  board  of  fifteen  trustees.  Although 
most  of  the  trustees  are  private  citizens,  many  of  them  have  held  public 
office  in  the  past.    One  is  currently  on  leave  while  he  serves  as  Secretary 
of  Transportation.    The  majority  and  minority  leaders  of  both  the  House 
and  the  Senate  are  to  be  invited  to  serve  on  the  board  ex  off icio, according 
to  the  Institute. 

The  Institute  for  Congress  will  also  have  a  Congressional  Advisory 
Covmcil,  the  members  of  which  would  be  chairmen  and  remking  members  of 


££/      Ibid.    p.  1,2 

£V     Ibid.  Attachment. 
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selected  congressional  committees  or  their  designees.    The  research  agen- 
da of  the  Institute  is  to  be  negotiated  by  the  Board  of  Trustees  with 
the  Congressional  Advisory  Council. 

The  initial  efforts  to  organize  the  Institute  for  Congress  were 
made  by  a  group  of  five  persons  who  formed  the  Committee  for  the  Institute 
for  Congress:  Alton  Frye,  James  R.  Killian,  Gordon  J,  F.  MacDonald,  Harry 
C.  McPherson,  Jr.,  and  Cyrus  Vance.    The  committee,  in  addition  to  promoting 
the  concept  of  the  Institute,  prepared  a  list  of  names  as  a  panel  from 
which  to  select  the  Board  of  Trustees  for  the  Institute.    The  panel  was 
designed  to  be  balanced  geographically  and  politically.    The  Board,  its 
chairman  and  its  vice  chairman  were  selected  from  the  panel  in  close 
consultation  with  the  Majority  and  Minority  leadership  of  the  Congress- 
The  committee  and  the  congressional  leadership  sotight  to  apply  the  criteria 
of  geographic  and  political  balance  in  making  their  selection  for  the 
Board. 

The  Congressional  Advisory  Coiincil  has  not  yet  been  selected,  but 
it  will  be  chosen  in  close  consultation  with  committee  leadership  in 
the  House  and  the  Senate. 

The  Institute  aims  at  having  a  professional  staff  of  about  30  dxiring 
the  first  year,  60  during  the  second  year,  and  about  80  in  subsequent  years. 
Its  staffing  strategy  is  to  draw  upon  outstanding  specialists  in  the  issue 
areas  of  Congressional  interest  and  then  to  retiom  them  to  their  former 
positions  outside  the  Institute  upon  completion  of  their  task  "so  they 
won't  sit  aro\md  the  Institute  and  justify  their  positions.' 

22  /     Griffiths,  Martha  V.'.    Quoted  in  the  Los  Angeles  Times,  January  13, 
1976.  4-Part  II. 
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Organizational  Relationships 

The  Institute  is  intended  to  provide  policy  analysis  services  to 
the  Congress  and  to  the  Congress  alone.    It  is  not  meant  to  have  any 
service  relationship  to  the  Executive  Branch. 

Internally,  the  organizational  relationships  among  its  basic  parts 
are  relatively  simple.    The  policy  analysis  staff  would  be  subject  to 
the  general  guidance  of  the  Board  of  Trustees,  who  as  a  result  of  negotiation 
with  the  Congressional  ikdvisory  Council  would  identify  and  prioritize 
issues  of  principal  interest  and  would  design  the  Institute's  research 
agenda  accordingly. 

Funding 

Dviring  its  five-year  experimental  period,  the  Institute  will  rely 
on  private  financial  support,  mostly  from  foxmdations.    Its  estimated 
five-year  budget  is  $22.5  million,  of  which  $11.5  million  would  be  for 
the  first  three  years.    Beyond  the  five-year  period,  fimding  v/ould  come 
from  contracts  with  Congress,  if  the  Institute's  services  prove  to  be 
of  value.    If  it  proves  to  be  of  little  or  no  value  to  Congress  in  its 
consideration  of  national  policies,  then  the  effort  will  come  to  an  end. 

The  Private  NattLre  of  the  Institute  ajid  Its  Access  to  Information 

Since  the  Institute  is  a  private  institution,  it  v;ould  be  open  to 
inputs  of  information  or  assistance  from  State  and  local  governments  and 
from  the  private  sector  itself.    It  could  conceivably  be  faced  with  prob- 
lems in  obtaining  information  from  the  Executive  Branch,  given  the  some- 
times adversarial  relationships  betv;een  the  Executive  and  Legislative 
Branches.    The  Freedom  of  Information  Act  may  ameliorate  this  type  of 
problem,  hov.'ever. 
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Pros  and  Cons 

1.  The  Institute  would  provide  an  institutional  framework  through 
which  the  Congress  could  benefit  from  top  experts  in  a  vairiety  of  issue 
are  as. 

2.  The  Institute  would  have  a  flexible  staffing  arrangement  to 
prevent  the  creation  of  aji  entrenched  bvireaucracy. 

3.  The  Institute  would  aevelcp  its  research  agenda  in  close  con- 
sultation with  committee  chairmen  so  that  its  work  would  be  directly 
relevant  to  congressional  needs. 

Cn  the  other  hand  — 

1.  The  Institute  v;ill  need  to  demonstrate  that  it  can  be  of  service 
to  its  congressional  clients  and  it  will  inevitably  feel  pressures  to 
focus  on  relatively  short-term  issues  diiring  its  ^-year  experimental  ' 
period.    This  might  impair  its  capacity  to  deal  with  long-term  issues. 

If  its  private  funding  and  lack  of  dependence  on  congressional  financial 
support  during  its  early  years  protects  it  from  such  short  term  pressvires, 
it  will  probably  begin  to  feel  them  when  it  must  go  to  Congress  for  support. 

2.  The  Institute,  it  could  be  argued,  is  redundant.    The  Congres- 
sional Research  Service,  the  General  Accoianting  Cffice,  the  Office  of 
Technology  Assessment,  and  the  Congressional  Budget  Cffice  all  have 
functions,  roles,  and  capabilities  parallel  to  those  sought  by  the 
Institute,    These  organizations,  already  agencies  of  the  Congress, 

have  mechanisms  for  providing  Congress  with  an  opportxmity  to  be  in- 
volved in  the  development  of  their  research  agendas.    Furthermore,  these 
agencies  can  drai;  upon  outside  experts  through  their  contract  authorities. 
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TIIE  PROPOSED  OFFICE  OF  STRATEGIC  POLICY  ASSESSLIEIJT 

3acly:ro\md 

The  proposal  for  an  office  for  Strategic  Policy  Assessment  arose  from 
an  effort  at  the  'Joodrov;  V/ilson  International  Center  for  Scholars  at  the 
Smithsonian  Institution.    It  is  an  outgrowth  of  an  unofficials  v/orking 
£p"0up  •under  the  leadership  of  Chester  Cooper.    The  proposal  would  establish 
an  Office  of  Strategic  Policy  Assessment  (OSPA)  in  the  Executive  Office  of 
the  President,  v;ith  a  coiinterpart  institution  in  the  Congress — '.-Jithin  the 
Office  of  Technology  Assessment. 

Scope  of  the  V/prk 

The  proposed  Office  of  Strategic  Policy  Assessment  in  the  Executive 
Branch  and  its  counterpart  in  the  Congress  v;ould  be  charged  with  (l)  a 
continuing  assessment  of  developing  social  values  and  preferences;  (2)  iden- 
tification of  emerging  long-term  trends  and  problems;  (3)  formulation  and 
evaluation  of  alternative  courses  of  action  to  deal  vath  them;  and  (4)  evalu- 
ation   of  the  effects  of  actions  that  are  taJcen.    The  v;ork  v;ould  be  directed 
to  long-term  problems,  that  is,v;ith  a  time  frane  of  from  five  to  tv/enty 
years,  and  to  problems  of  a  domestic,  social  nature  for  v;hich  an  integrated 
multi-disciplinary  approach  is  required  for  their  analysis  and  solution. 
Policy  areas  such  as  v:ater  resources,  forests  resources,  vfork  patterns, 
economic  grovrth,  metropolitan  grovrfch  and  development,  housing,  land  use, 
and  environmental  policy  and  their  various  interactions  and  impacts  on 
national  life  v;ould  fall  within  the  scope  of  CSPA*s  work.     Thus,  a  fairly 
comprehensive  mandate  is  proposed. 
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Cr^gajiizational  Arranpenents  and  Fimctions 

An  Office  of  Strategic  Policy  Assessment  v;ould  be  placed  in  the  Execu- 
tive Office  of  the  President  either  as  an  independent  office  or  under  a 
Deputy  Director  in  the  Office  of    Management  and  Budget. 

In  principle,  OSPA  v;ould  be  headed  by  tv;o  senior  and  recognized  pro- 
fessionals, one  an  expert  in  a  field  such  as  environmental  sciences,  systems 
analysis,  teclmology,  or  other  *'hard"  science;  the  other  from  one  of  the  "sof 
sciences  such  as  political  science.    One  v;ould  head  the  staff}  the  other  v;oul 
serve  as  his  or  her  deputy  or  assistant. 

The  professional  staff  v;ould  be  kept  small,  from  30  to  50  experts  in  a 
variety  of  disciplines;  and  it  v;ould  dral^r  upon  outside  consultants  from  time 
to  time  to  supplement  its  in-house  staff. 

OSPA  v;ould  be  organized  into  divisions  focusing  on  major  areas  of  gover 
mental  concern,  such  as  environmental  policy,  natural  resources,  science  and 
technology,  human  reso\irces,  and  so  forth. 

The  functions  of  the  professional  staff  v/ould  include  (1)  stimulating, 
sponsoring,  and  managing  policy-oriented  research  projects  conducted  by 
appropriate  government  agencies  or  by  outside  contractors;  and  (2)  reviev;ing 
and  commenting  upon  the  annual    Presidential  budget,  major  resoiirce  alloca- 
tion decisions  made  by  the  Government,  the  President's  Economic  Message, 
energy  messages,  and  major  legislation.    OSPA*s  comments  would  be  with  re- 
gard to  longH;erm  implications  of  Executive  proposals. 

To  avoid  isolation  of  OSPA  from  other  government  agencies,  a  Federal 
Advisory  Board  v;ould  be  established,  consisting  of  senior  representatives 
from  "relevant  departments  and  agencies."    A  non-governmental  advisory 

I 
I 
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would  also  be  organized  to  achieve  communications  v;ith  the  private  sector. 
Membership  would  consist  of  representatives  from  the  academic  community, 
foundations,  industry,  labor,  environmental  groups,  and  the  like. 

The  h'oodrow  Wilson  group  suggests  several  possible  routes  for  organizing 
a  Congressional  counterpart  to  the  proposed  OSPA  in  the  Executive  Branch. 
One  ^^^ay  v;ould  be  to  assign  such  fimctions  to  the  Joint  Economic  Committee  and 
to  its  staff,  v;hich  vjould  be  augmented  and  strengthened  for  strategic  policy 
assessment.    Another  route  vrould  be  to  establish  a  nev/  joint  committee  of 
Congress  for  the  purpose.    The  group  recommends,  hov;ever,  that  a  Congressional 
OSPA  be  placed  ir  the  Office  of  Technology  Assessment. 

The  group  asserts  that  the  strategic  policy  assessment  function  v/ould 
fall  within  OTA»s  existing  mandate  from  Congress,  that  OTAIs  Board  is  compar- 
able to  a  joint  committee  of  Congress  that  could  oversee  the  work  and  agenda 
for  strategic  policy  assessment. 

The  Woodrow  Wilson  group  recommends  establishing  a  distinct  entity 
in     OTA  with  a  strategic  policy  assessment  function,  vmder  a  Deputy  Director. 

]Punding 

The  group  estimates  that  an  annual  budget  of  from  $2.5  to  $5  million 
v/ould  be  reqruired  for  research  and  consultant  support  if  Congress  is  to  be 
suitably  served  by  OTA  in  the  area  of  strategic  policy  assessment. 
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TIE  PnCPCSi:D  BliLi^lCZD  IIATICITAL  GRC"..TH  /illD  DEV^LOHiEl.'T  ACT  OF  1974 
S.  3050,  93d  Congress 

Baclyrro-und 

On  February  25,  1974,  S.  305O  v;as  introduced  in  the  93d  Con^iress 
by  Senator  Hubert  H.  Humphrey.  A  similar  bill  v^as  subsequently  intro- 
duced in  the  House  of  P.epresentat ives  by  Rep.  Geor£;e  Brovm. 

Scope 

Title  I  declares  that  "in  order  to  promote  the  general  v/elfare  and 
to  improve  the  quality  of  life  and  standard  of  living,"  it  is  the  respon- 
sibility of  the  Federal  Government  in  conjunction  with  State  and  local 
governments  to  undertalx  the  development  of  a  balanced  national  growth 
policy.    Title  I  ftirther  declares  that  the  incorporation  of  "economic, 
social,  environmental,  and  other  appropriate  considerations"  is  in  order. 
Hence,  the  intended  scope  of  the  proposed  Balanced  National  Grovrth  and 
Development  Act  is  broadly  comprehensive. 

Or/ranizational  Arranf^emcnts 

S.  3050  vrould  provide  for  the  creation  of  ten  nev;  organizational 
forms  —  the  Office  of  Balanced  National  Grovrth  and  Development,  the 
Council  on  Balanced  National  Growth  and  Development,  regional  offices  of 
the  Council,  the  Agency  for  Population  and  Demographic  Analysis,  multi- 
State  regional  planning  and  development  commissions,  multi-State  citizens 
councils,  the  ITational  Citizens  Council  on  the  iimcrican  Putiure,  the  Foundar- 
tion  on  the  American  Future,  the  Joint  Committee  on  Balanced  National 
Grovrth  and  Development,  and  the  Congressional  Office  of  Policy  and  Plan- 
ning. 
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The  Cffice  of  Balanced  National  Grovrth  and  Development  v/ould  be 
established  in  the  Executive  Office  of  the  President.    It  vrauld  be  adminis- 
tered by  a  Director  and  a  Deputy  Director  v/ho  i;ould  be  appointed  by  the 
President  by  and  v;ith  the  advice  and  consent  of  the  Senate.    Its  functions, 
which  v/ould  be  carried  out  under  the  supervision  and  direction  of  the 
President  and  with  the  advice  of  the  Council  on  Balanced  National  Grovrth 
and  Development  are  as  follov;s: 

(1)  the  policy  direction  and  coordination  of  all 
Federal  and  federally  assisted  programs  for  planning 
and  land  use    development,    programs  designed  to  improve 
human  resources,  programs  designed  to  allocate  resources, 
and  programs  designed  to  develop,  allocate,  or  conser'/e 
energy  resources,  within  the  departments  ajid  agencies 

of  the  Government  designated  by  the  President,  the 
effectuation  of  such  policy  direction  and  coordination, 
and  a  system  of  standard  definitions  and  common  sources 
of  data  for  such  activities; 

(2)  the  preparation  of  an  annual  report,  to  be  knovm  as 
the  iuinual  Report  on  Balanced  National  Grovrth  and  Develop- 
ment, detailing  the  progress  made  in  carrying  out  the 
provisions  of  this  Act,  and  containing  the  President's 
evaluation  and  recommendations  regarding  fut\ire  needs 

in  this  regard; 

(3)  such  additional  studies  and  analyses  and  such  re- 
ports as  the  President  and  the  Congress  might  require; 

(4)  the  assessment  of  national  needs,  goals,  and  priorities; 

(5)  the  evaluation  of  effects  of  present  and  proposed  Federal 
tax  incentives  and  State  and  local  government  tax  policies 
upon  the  private  industrial  mix  and  location  in  the  context 
of  balanced  national  grovrth; 

(6)  the  evaluation  of  all  present  and  proposed  Federal 
credit  programs; 

(7)  the  evaluation  of  the  effects  of  fiscal  and  monetary 
policy  and  such  other  economic  stabilization  tools  as 

may  be  adopted  upon  employment,  changes  in  income,  and  the 
composition  of  economic  production  in  the  ITation  and  its 
regions; 

(8)  the  evaluation,  or  review  of  evaluation  made  within  de- 
partments and  agencies,  of  effectiveness  of  present  and  proposed 
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programs,  with  respect  to  all  benefits,  costs, 
and  incicence  thereof; 

(9)  the  assignment  of  goals,  plans,  and  programs 
to  departments  and  agencies  generally; 

(10)  in    coordination  with  with  the  Office  of  Management 
and  Budget,  the  development  of  three-,  five-,  and  ten-year 
planned  program  projections; 

(11)  the  evaluation  of  regional  resources  and  human  resources 
in  relation  to  projected  development  or  stabilization; 

(12)  the  evaluation  of  available  renev;able  and  nonrenewable 
national  resources  and  management  and  conservation  efforts 
relating  thereto; 

(13)  the  analysis  of  tradeoffs  in  adoption  of  alternative 
national  gro;rth  policies; 

(14)  the  establishment  of  multi-state  regional  offices  of 
the  Office  in  order  to  obtain  regional  and  State  implomenta- 
tion  and  input  regarding  national  goals  and  policies  affec- 
ting the  allocation  of  resources,  the  development  of  human 
resoiirces,  and  environmental  protection; 

(15)  the  establishment,  for  purpose  of  coordinated  planning 
and  development,  of  representative  multi-State  regional  bodies, 
and  encouragement  of  the  formation  of  representative  multi- 
juj'isdictions  within  States; 

(16)  the  establishment,  within  the  goals  of  balanced  economic 
growth,  of  cooperative  mechanisms,  including  appropriate  taxa- 
tion policies,  grants,  and  other  incentives,  to  achieve  maxi- 
mum participation  of  private  industry  in  achieving  the  purpose 
of  this  act; 

(17)  the  establishment  of  national  growth  policies,  approved 
by  the  President,  v;hich  would  require  the  Office  to  partici- 
pate in  the  reviev;  of  agency  and  departmental  budgets  after 
they  are  submitted  to  the  President  or  the  Office  of  Management 
and  Budget,  but  before  they  are  submitted  to  Congress; 

(18)  the  establishment  of  a  national  coordinated  mult i juris- 
dictional comprehensive  planning  process,  including  but  not 
limited  to  the  following  activities: 

(a)  supervising  and  coordinating  the  activities  of  the 
Federal  co-chairmen  of  the  multi-State  regional  planning  and 
development  commissions  provided  for  in  the  Act; 

(b)  facilitating  the  use  of  common  information  and  data 
bases  for  regional,  State,  and  local  comprehensive  and  func- 
tional planning  ,  and  for  this  p\irpose  the  Office  shall  collect, 
analyze,  and  disseminate  through  the  multi-State  regional  plan- 
ning and  development  commissions  information,  data,  and  pro- 
jections concerning  economic  trends  and  location  patterns; 
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population  characgeristicS|  migration;  direction  and  extent 
of  iirbaoi  and  rural  gro^rth  and  change ;  employment  and  unem- 
ployment; social,  education,  housing,  health,  recreational, 
cultural  and  welfare  needs,  governmental  organization  patterns 
and  financial  resoiirces  available  i^ithin  the  States  and  poli- 
tical subdivisions  thereof;  and  any  other  subjects  deemed 
essential  to  the  pla^ming  process; 

(c)  providing  channels  for' and  fsicilitating  the  con- 
tinuing exchange  and  consideration  of  planning  information 
among  all  Federal,  multi-state.  State,  and  local  plaiming 
agencies  relevant  to  the  planning  process  for  the  purpose 

of  periodic  joint  determination  of  mutually  consistent,  realis- 
tic ,  and  attainable  regional,  State,  and  local  growth  policies; 

(d)  monitoring  the  growth  and  development  or  stabilization 
of  the  regions.  States,  and  localities,  comparing  planned 

v;ith  actual  development  or  stabilization,  and  making  adjust- 
ments in  grovrfch  policies  or  in  developmental  activities,  as 
may  be  indicated  by  such  reviev;s,  in  order  that  the  grovrth 
policies  continue  to  serve  as  current  and  suitable  guides 
for  Federal,  State,  and  local  program  decisions; 

(e)  reviev;ing  proposals  for  federally  aided  programs 
and  projects  for  consistency  with  the  stated  growth  policies, 
in  accordance  with  the  provisions  of  section  204  of  "the  Demon- 
stration Cities  and  Metropolitan  Development  Act  of  I966, 
section  401(a)  of  the  Intergovernmental  Cooperation  Act  of 
1968,  the  Rural  Development  Act  of  1972,  and  this  [proposed] 
act; 

(f)  reviewin,^  the  planning  requirements  of  all  existing 
and  proposed  Federal  programs,  and  taking  such  steps  as  are 
necessary  to  insure  that  these  planning  requirements  are 
compatible  with  the  unified  comprehensive  planning  system;  and 

(g)  periodically  summarizing,  for  the  use  of  both  the 
President  and  the  Congress,  the  current  and  foreseeable  needs 
for  various  bypes  of  Federal  assistance  as  indicated  by  the 
comprehensive  planning  system,  taking  into  consideration,  among 
other  things,  the  relative  priorities  assigned  to  such  assistance 
among  the  several  regions.  States,  and  districts  in  their 
respective  plans;  and 

(18)  an  evaluation  of  the  yearly  funding  of  the  Off ice, and  the 
Foundation  [for  the  American  Futiire], 


The  bill  goes  on  to  specify  the  contents  of  the  proposed  annual 
Report  on  Balanced  National  Growth  and  Development,  and  it  v;ould  transfer 
to  the  Office  of  Balanced  National  Growth  and  Development  all  functions  of 
the  Domestic  Coimcil  related  to  national  gro;rth  and  development  policy. 
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The  Co-uncil  on  Balanced  national  Grovrth  and  Development,  v;h.ich  would 
advise  the  Cffice  on  Balanced  national  Grovrth  and  Development  vrould 
be  composed  of  the  Attorney  General}  the  Secretaries  of  Housing  and  Urban 
Development,  Ag:ricultirre,  Health,  Education  and  V/elfare,  Interior,  Commerce, 
Defense,  Labor,  Transport  at  ion  j  and  the  Treasxuy;  the  chairmen  of  the 
Federal  Reserve  Board,  the  liational  Citizens  Council  on  the  iUnerican 
Putiirc,  the  Domestic  Coimcil,  the  Council  of  Economic  Advisers,  the 
Advisory  Commission  on  Intergovernmental  Relations,  the  Environmental 
Quality  Commission,  the  Interstate  Commerce  Commission,  and  the  Civil 
Aeronautics  Board;  and  the  directors  of  the  Foundation  of  the  American 
Future,  the  Office  of  Economic  Opportunity,  the  Office  of  Maiiagement  and 
Budget;  as  viell  as  the  administrators  of  the  Federal  Energy  Agency,  the 
General  Services  Administration,  and  the  Environmental  Protection  Agency, 

The  Office  of  Balanced   national  Grovrth  and  Development  v;ould  be 
required  to  encourage  the  formation  of  multi-  State  and  State  citizens 
councils  that  v;ould  advise  the  Ilulti-State  Regional  Development  and 
Planning  Commissions.    Llulti-^tate  citizens  councils  vjould  be  established 
by  a  majority  vote  of  the  regional  commissions  they  v;ould  assist.  The 
State  citizens  councils  v;ouId  be  established  through  the  initiative  of  the 
Governors  with  the  concurrence  of  their  legislatures.    Up  to  SO  percent 
of  the  operating  costs  of  these  coxmcils  v;ould  be  supplied  by  the  Office 
of  Balanced  National  Grovrth  and  Development. 

The  Foundation  for  the  :Unerican  Future  v^ould  be  responsible  to  a 
Board  of  Trustees  consisting  of  19  members — nine  appointed  by  the  President 
v;ith  the  advice  and  consent  of  the  Senate,  tv;o  appointed  by  the  President 
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Pro  Tempore  of  the  Senate,  two  appointed  "by  the  Speaker  of  the  House,  and 
the  follovjing  "regular"  members:    the  directors  of  the  Office  of  BaloTiCed 

j    National  Grovrth  and  Development,  the  Congressional  Office  of  Policy  and 

I 

Planning,  the  national  Science  Foundation,  and  the  Office  of  Technology 
Assessment;  and  the  chairmen  of  the  National  Citizens  Council  and  the 
Advisory  Commission  on  Intergovernmental  Relations. 

The  National  Citizens  Council  on  the  Americaji  Future  v;ould  be 
established    to  assist  and  advise  the  Foundation  on  the  iUnericaji  Future* 
It  v;ould  have  15  members — five  appointed  by  the  President  Pro  Tempore 
of  the  Senate,  five  by  the  SpesJcer  of  the  House,  and  five  by  the  President, 

,   The  proposed  Agency  for  Population  and  Demographic  Analysis  would  be 
located  in  the  Census  Bureau.    It  v/ould  have  three  organizational  parts  — 
the  existing  Office  of  Demographic  Fields,  the  existing  Office  for  Research 
and  Methodology,  and  a  new  Office  for  Demographic,  Economic,  Social, 
Political,  and  Fiscal  Analysis.    The  Secretary  of  Commerce  would  appoint 
a  Director  to  administer  this  agency.    Among  its  functions  v;ould  be  the 
analysis  of  population  levels  and  distribution  trends,  and  the  analysis 
of  the  impact  of  existing  and  proposed  population  control  incentives. 

S.  3050  v;ould  provide  for  "v/all-^o-^;all"  multi-State  regional 
commissions  vzhich  would  be  comprised  of  from  eight  to  twelve  multi-state 
regions.    Each  commission  would  consist  of  the  Governor  of  each  State  in 
the  region,  a  State  legislator  from  each  State  in  the  region,  a  Federal 
cor-chairman,  and  an  executive  director.    The  regional  boundaries  of  each 
region  would  be  determined  by  the  President  after  consultation  with  the 
Governors  of  the  affected  States,  subject  only  to  approval  or  disapproval 
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via  concurrent  resolution  in  Congress  before  the  effective  date.  Some 
of  the  functions  of  the  multi-State  commissions  would  be  to  establish  sys- 
tems of  policy  formulation  and  planning  in  coordination  v;ith  Federal  and 
State  governments,  coordination  of  State  comprehensive  development  plans 
and  interstate  planning. 

In  Congress  the  Joint  Committee  on  Balanced  National  Gro'.rth  and 
Development  v;ould  be  comprised  of  the  chairmen,  or  the  chairmen's  desig- 
nees, from  the  follov;ing  Committees:    The  Senate  Committees  on  Aeronauti- 
cal and  Space  Sciences,  Agriculture  and  Forestry,  Appropriations,  Armed 
Services,  Banking,  Housing,  and  Urban  Affairs,  Commerce,  Finance,  Govern- 
ment Cperations,  Interior,  Labor  and  Public  V/elfare,  Public  V/orks,  and 
Veterans  Affairs;  and  the  House  Committees  on  xlgricultijire ,  Appropriations, 
Armed  Services,  Banking, Currency  and  Housing,  Education  and  Labor,  Govern- 
ment Cperations,  Interior,  Interstate  and  Foreign  Commerce,  Public  Works, 
Science  and  Technology,  Veterans  Affairs,  and  Ways  and  IJeans;  and  the 
Joint  Committee  on  Atomic  Energy  and  the  Joint  Economic  Committee. 

The  function  of  the  Joint  Committee  on  Balanced  National  Grovrth  and 
Development  v;ould  be  to  direct  the  Congressional  Office  of  Planning  and 
Policy,  which  would  have  a  director  appointed  jointly  by  the  Speaker  of 
the  House  and  the  President  Pro  Tempore  of  the  Senate.    The  functions  of 
the  Office  would  be  to  supply  the  Congress  v;ith  needed  information  and 
analysis,  to  reviev/  the  activities  of  other  agencies  in  the  planning  pro- 
cess, and  to  submit  an  annual  report  to  Congress  on  Balanced  National 
Goals,  Priorities,  and  Growth  Policy. 
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Cr,g:ajiizational  Interact  ions 

The  complex  system  for  interaction  amcn^  the  majiy  organizational 
elements  vrithin  the  frajnev;ork  proposed  by  S.  303O  is  best  set  forth  in 
graphic  form.    The  diagra;n  presented  on  the  follov/ing  page  identifies  each 
of  the  basic  linkages  among  the  orgajiizational  elements.    It  is  taken 
from  a  Joint  Economic  Committee  Pring  entitled  "A  Proposal  for  Achieving 
Balajiced  National  Grovrth  and  Development |"  the  format  in  v/hich  the 
proposal  first  appeared. 

Funding 

The  bill  authorizes  go    be  appropriated  such  amounts  as  may  be  neces- 
sary to  carry  out  the  provisions  of  the  Act,  although  there  are  some 
titles  of  the  bill  that  include  specific  authorizations.    The  m.ulti-State 
regional  planning  commission  title  provides  for  $10,000,000  during  the 
first  year,  and  tv;ice  that  for  each  subsequent  year.    A  planning  assistance 
program  authorized  by  title  V  v;ould  receive  a  specific  authorization  for 
appropriations  as  v;ell. 

Pros  and  Cons 

The  strength  of  this  proposal,  it  could  be  argued,  lies  in  its  laying 
out  a  comprehensive  solution  to  the  problem  of  establishing  a  national 
policy  planning  capability.    In  this  regard  it  is  similar  to  the  Tug^rell 
proposal  for  a  nev/  constitution.    The  Humphrey  proposal,  hov;ever,  v;ould 
operate  vdthin  the  frameuork  of  the  existing  constitution.    By  pro- 
posing a  comprehensive  solution  with  its  many  nev;  agencies  and  linkages 
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S*  3050  identifies  many  of  the  institutional,  orgajiizational,  and  pro- 
cediiral  issues  that  must  be  faced  in  assessing  alternate  approaches  to 
long-rcui£;e  planning  in  the  Federal  Government. 

On  the  other  hand,  it  could  be  aorgued  that  the  proposal  is  entirely 
too  complex,  that  the  bureaucracy  it  would  create  v;ould  probably  become 
so  ponderous  that  its  effective  fimctioning  v;ould  be  hindered.     It  could 
also  be  argued  that  the  plethora  of  field  offices,  regional  commissions, 
and  citizens  councils  could  interfere  with  the  policy  dialogue  betvjeen 
the  Executive  and  Legislative  Branches. 
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THE  BALAI.'GED  GROiVTH  Alffi  ECONOMIC  PLAM^JING  ACT  OF  1975 
S.  1795 I  94th  Congress 

Back^ovmd 

The  proposed  "Balanced  Grovrth  and  Economic  Planning  Act  of  1975" 
was  introduced  dtiring  the  94th  Congress  by  Senator  Hubert  H.  Humphrey 
of  Minnesota  and  Senator  Jacob  Javits  of  New  York, 

Scope  of  the  Proposal 

S.  1795  proposes  to  attack  the  problem  of  "erratic  short-term 
economic  policies"  by  creating  a  new  institutional  arrangement  for 
collecting  and  analyzing  economic  information  and  for  democratically 
planning  the  nation's  economy. 

Organizational  Structvur-e 

S.  1795  would  create  an  Economic  Planning  Board  in  the  Executive 
Office  of  the  President,    l.'ithin  the  Board  would  be  a  Division  of  Eco- 
nomic Information  and  a  Council  on  Economic  Planning  and  ,to  advise  and 
assist  the  Board^ there  would  be  established  an  Advisory  Committee  on 
Economic  Planning. 

The  bill  would  also  establish  a  Division  of  Balanced  Growth  and 
Economic  Planning  in  the  Congressional  Bxidget  Office  and  would  involve 
the  Joint  Economic  Committee  in  the  review  of  the  economic  plans  of  the 
Executive  Branch. 

The  Economic  Planning  Board,  the  centerpiece     of  the  proposal, 
would  have  three  members  appointed  by  the  President  with  the  advice  and 
consent  of  the  Senate,  one  of  whom  is  to  be  designated  chairman. 
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The  staffing  of  the  Division  of  Economic  Information  is  left  to 
the  discretion  of  the  Board. 

The  Council  on  Economic  Planning  would  consist  of  the  chairman  of 
the  Economic  Planning  Board,  v,'ho  would  be  Council  chairman;  the  Secretaries 
of  State,  the  Treasviry,  Labor,  Defense,  Interior,  Housing  and  Urban 
Development,  Transportation,  Agriculture,  Commerce,  and  Health,  Education 
and  VJelfare;  the  Attorney  General;  the  chairmen  of  the  Federal  Reserve 
Board,  the  Council  of  Economic  Advisors,  and  the  Advisory  Committee  on 
Economic  Planning;  the  Administrator  of  the  Federal  Energy  Administration; 
and  the  Director  of  the  Office  of  Management  and  Biidget. 

The  Advisory  Committee  on  Economic  Planning  would  have  fotir  members 

appointed  by  the  President,  four  members  appointed  by  the  Speaker  of  the 

House,  and  fo\ir  members  appointed  by  the  President  of  the  Senate.  The 

Advisory  Committee  would  select  its  own  chairman  from  among  its  members. 

To  guide  the  President,  the  Speaker  of  the  House  and  the  President  of 

the  Senate  in  making  their  appointments,  the  bill  says  — 

The  members  of  the  Advisory  Committee  shall 
be  appointed  from  among  representatives  of 
business,  labor,  and  the  public  at  large, 
who  are  competent  by  virtue  of  training  or 
experience  to  furnish  advice  to  the  Board 
on  the  views  and  opinions  of  broad  segments 
of  the  public  in  matters  involved  in  the 
formulation  and  implementation  of  the 
Balanced  Economic  Grovrth  Plan. 

The  proposal    also  authorizes  the  Advisory  Committee  to  establish 

regional  or  industry  subcommittees,  requiring  that  at  least  one  member 

of  each  such  subcommittee  be  a  member  of  the  Advisory  Committee. 
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The  Joint  Economic  Committee  v^ould  be  the  foctis  of  Concessional 
reviev;  of  the  plans  proposed  by  the  Executive  Branch. 

The  Division  of  Balanced  Grov/th  and  Economic  Planning  in  the  Con£jres- 
sional  Bud^jet  Office  v/oiild  be  headed  by  a  Deputy  Director,  who  v;ould  re- 
port to  the  Director  of  GBO.    The  Division  would  be  responsible  for  assis- 
ting the  Joint  Economic  Committee  in  the  performance  of  its  duties  in  the 
planning  and  reviev:  process  by  providing  — 

(1)  information  v:ith  respect  to  longM;erm  economic 
trends,  national  goals,  resource  availability,  and 
the  economic  policies  necessary  to  achieve  balanced, 
long— term  economic  growth; 

(2)  information  necessary  for  the  preparation  of  the  [jEC*s] 
report  and  concurrent  resolution  •  •  •  ;  and 

(3)  such  related  information  as  the  [JSC]  may  request, 

Cr/^anizational  Relationships  and  the  Planning  Process 

The  Economic  Planning  Board  ,  in  carrying  out  its  duties  in  the 
planning  process,  v/ould  — 

(1)  prepare  and  submit  Lbionnially]  to  the  Council  on 
Economic  Planning  a  proposed  Balanced  Economic  Grovrth  Plan 
•  •  •  for  approval  by  the  Council; 

(2)  seek  the  active  participation  by  regional.  State,  and 
local  agencies  and  instrumentalities  and  the  private 
sector  through  public  hearings  and  other  appropriate  means 
to  ensiare  that  the  viev;s  and  proposals  of  all  segments  of 
the  economy  are  taken  into  account  in  the  formulation  of 
the  Plan; 

(3)  evaluate  and  measure  the  achievement  of  the  goals  and 
objectives  contained  in  any  approved  Balanced  Economic 
Grovrth  Plan  and  report  thereon,  •  •  • ; 

(4)  review  major  programs  and  activities  of  the  Federal 
Government  to  determine  the  extent  to  v;hich  such  programs 
or  activities  are  consistent  with  any  approved  plan; 


(5)  coordinate  the  long-raxige  planning  activities  of  the 
departments  and  agencies  of  the  Federal  Government  to 
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assure  maximum  consistency  of  such  activities  v;ith  the 
goals  and  objectives  stated  in  an  approved  plan;  and 

(6)  carry  out  such  other  functions  pertaining  to  long- 
term  economic  planning  as  the  President  may  direct. 


The  Council  ;;ould  review  the  proposed  Balanced  Economic  Grovrth 
Plan  and  maJce  revisions  as  it  might  Judge  to  be  appropriate  and,  after 
approving  the  plan,  transmit  it  to  the  President.    The  Council  vrould  also 
regularly  revievr  the  progress  in  implementation  of  the  approved  plan. 

The  Advisory  Committee  would  advise  and  assist  the  Board  diiring  the 
preparation  and  review  of  the  biennial  plan. 

The  plan  itself,  in  the  preparation  of  v;hich  the  Board,  the  Coimcil, 
and  the  Advisory  Committee  v;ould  be  involved  in  consultation  with  regional. 
State,  and  local  planning  agencies,  would  be  required  to  — 

(1)  establish  economic  objectives  for  a  period  to 
be  determined  by  the  Board,  paying  particular 
attention  to  the  attainment  of  the  goals  of  full 
emplojTTient,  price  stability,  balanced  economic 
grovrth,  an  equitable  distribution,  the  efficient 
utilization  of  both  private  and  public  resources, 
balanced  regional  and  urban  development,  stable 
international  relations,  and  meeting  essential 
national  needs  in  transportation,  energy,  agri- 
culture, rav;  materials,  housing,  education,  public 
services,  and  research  and  development; 

(2)  identify  the  resources  required  for  achieving 
the  economic  objectives  of  the  Plan  by  forecasting 
the  level  of  production  and  investment  by  major 
industrial,  agricultural,  and  other  sectors,  the 
levels  of  State,  local,  and  Federal  Government 
economic  activity,  and  relevant  international 
economic  activity,  for  the  duration  of  the  planj 
and 

(3)  recommend  legislative  and  administrative  ac- 
tions necessary  or  desirable  to  achieve  the  objec- 
tives of  the  Plan  •  •  •  • 
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The  proposed  plan  v;ould  be  submitted  by  the  President  to  the  Congress 
not  later  than  April  1,  1977j  and  every  tv;o  years  thereafter.    At  the  same 
time  the  President  would  submit  a  report  prepared  by  the  Board  and  approved 
by  the  Cotmoil  that  V70uld  — 

(1)  provide  v/hatever  data  and  analysis  are  necessary 
to  support  the  objectives,  resotirce  needs,  and  policy 
recommendations  contained  in  the  plan; 

(2)  provide  an  examination  of  the  longer-term  economic 
trends  beyond  the  period  of  the  Plan  and  recommend  ob- 
jectives v;ith  respect  to  the  [piarposes  and  intent  of 
the  proposed  Act];  and 

(3)  compare  the  actual  results  v;ith  •  •  •  projected 
results  of  the  Plan  when  submitted,  and  indicate 

(a)  the  reason  for  any  failure  to  achieve  the  objec- 
tives of  that  Plan,  and  (b)  the  steps  being  talcen 
to  achieve  the  objectives  of  the  previous  plan,  and 
(c)  an^''  necessary  revisions  in  the  Plan. 


A  second  report,  prepared  by  the  Division  of  Economic  Information 
ajid  approved  by  the  'Economic  Planning  Board,  V70uld  also  be  submitted  to 
Congress.     It  v;ould  contain  — 

(1)  a  review,  carried  out  in  conjunction  with 
other  departments  and  agencies  of  the  Federal 
Government,  of  the  activities,  methods,  and 
purposes  of  the  information  and  statistical 
gathering,  collation,  analysis,  and  presentation 
functions  of  the  Federal  Government; 

(2)  an  analysis  of  existing  information  and  statis- 
tical systems,  and  the  economic  data  required  [under 
this  proposed  Act]; 

(3)  recommendations  for  the  improvement  or  modifi- 
cation in  the  standards,  methods,  and  systems  of 
statistics  and  information  gathering;  and 

(4)  recommendations  for  such  additional  authority 

as  may  be  necessary  to  obtain  data  not  available  .... 


The  proposed  plan  \-jould  be  submitted  to  Congress  and  distributed  to 
Governors  and  to  appropriate  State  and  local  officials. 
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In  Con^p:'ess  the  proposed  plan  v;ould  be    referred  to  the  Joint 
Economic  Committee,    V/ithin  60  days  after  the  proposed  plan  is  received, 
each  standin^i  committee  of  the  Senate  and  of  the  House  of  Representatives 
and  each  joint  committee  of  Congress  would  "be  required  to  submit  to  the 

,  JEC  its  comments  and  recommendations  on  those  portions  of  the  plan  related 
to  their  respective  jurisdictions.  The  reports  from  the  Budget  committees 
vrould  be  reqtiired  to  contain  recommendations  on  budget  policy  for  the 

I    duration  of  the  proposed  plan. 

j  The  JEC  v/ould  be  required  to  hold  hearings  on  the  proposed  plan  to 

receive  testimony  from  Members  of  Congress,  appropriate  representatives 
of  Federal  agencies,  the  general  public  and  interested  groups.  During 
this  reviev;  process  the  JEC  would  also  be  required  to  consider  the  com- 
ments on  the  proposed  plan  submitted  by  State  and  local  officials. 

Within  105  days  after  receipt  of  the  proposed  plan,  the  JEC  would 
be  required  to  report  to  the  House  and  to  the  Senate  a  concurrent  resolu- 
tion approving  or  disapproving,  in  whole  or  in  part,  the  proposed  plan. 
The  concurrent  resolution  may  contain  alternatives,  modifications  of, 
or  additions  to  the  proposed  plan.  The  report  that  v;ould  accompany  the 
concurrent  resolution  would  discuss  findings  and  recommendations  regarding 
the  content  of  the  proposed  plan.  Congress  v;ould  be  allovred  I5  days  to 
act  on  the  concurrent  resolution  to  approve  or  disapprove. 

If  the  Congress  changes  or  disapproves  the  plan  or  any  of  its  parts, 
the  President  v:ould  make  revisions  and  resubmit  the  plan  within  30  days 
after  receiving  the  conciirrent  resolution;  and  Congress  v;ould  have  an 
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additional  30  da;>'s  to  approve  or  disapprove  the  revised  plan  in  whole  or 
in  part. 

The  Council  of  Economic  Advisers  ;;ould  be  involved  in  this  planning 
process  hy  making  analyses  of  the  relationships  between  the  Economic 
Report  and  the  Plan,    The  analysis  v/ould  be  included  in  the  Economic  Re- 
port which  is  transmitted  to  Congress, 

Im^plement  at  ion 

The  President  or  the  Boaa:d  v;ould  not  be  permitted  to  implement  the 
plan  or  any  of  its  parts  that  were  not  approved  or  that  were  disapproved. 

To  implement  the  approved  plan,  the  President,  assisted  by  the 
Board,  would  be  reqxiired  to  insure  that  Executive  agencies  ccxry  out  their 
activities  in  furtherance  of  the  plan  and  would  be  required  to  encourage 
State  and  local  governments  and  the  private  sector  to  act  so  as  to  further 
the  objectives  of  the  plan.    In  this  regard  it  is  similar  in  approach  to 
"indicative  planning"  used  in  some  countries. 

As  part  of  the  implementation  process,  the  Board  may  require  that 
an  Executive  agency  v;hich  has  submitted  any  budget  request,  proposed  rules, 
regulations,  or  legislation,  or  undertal<En  anj--  activity  that  v;ould  have  a 
"significant  effect"  on  achieving  the  objectives  of  the  plan,  submit  a 
detailed  statement  assessing  the  consistency  of  the  proposal  with  the 
plan,  togetlier  vjith  a  rationale  for  significant  departures  from  the  plan's 
goals  or  objectives. 

Funding 

The  bill  authorises  appropriations  as  may  be  necessary  to  carry 
out  its  provisions. 
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Pros  and  Cons 

The  basic  argximent  in  support  of  this  proposal  is  based  on  the 
need,  perceived  by  some,  to  improve  economic  information  available  to 
government  and  to  the  public,  to  look  aJiead,  and  to  anticipate  future 
events  that  v;ill  affect  the  nation's  economic  v;ell-beinc«    Supporters  of 
the  bill  also  assert  that  it  is  open  and  democratic,  that  it  would  not 
permit  technocratic,  elitist  planning;,  and  that  it  vrould  be  open  to  involve- 
ment and  cooperation  of  State  and  local  elected  officials. 

On  the  other  hand,  those  opposed  to  the  proposal  criticize  it  as  an 
additional,  unnecessary  interference  by  government  in  the  market  system. 
These  opponents  assert  that  such  interference  prevents  efficient  alloca- 
tion of  resources  and  i;ill  lead  to  scarcities  and  irrationalities  in  the 
distribution  of  goods  and  services. 

An  entirely  different  set  of  critics—those  v/ho  support  the  planning 
idea — assert  that  the  proposal  does  not  go  far  enoiigh.    It  does  not  re- 
quire the  participation  of  the  private  sector  in  plan  preparation  or  in 
conformance  to  its  goals  and  objectives.    The  Federal  Government  v;ould 
simply  be  required  to  epcoura^e  private  sector  cooperation. 

Still  others  fear  that  placing  the  planning  agency  v;ithin  the 

Executive  Office  of  the  President,  rather  than  in  an  independent  status, 
viill  make  it  overly  vulnerable  to  short-^;erm  political  pressures  and 
that  the  potentially  adversarial  relationship  that  could  develop  betv/een 
the  President  and  the  Congress  over  the  plan  could  destroy  the  utility  of 
the  plan  and  the  planning  process. 

Some  supporters  of  the  planning  idea  and  of  the  principles  expressed 

in  the  HuJnphrey-^Javits  proposal  suggest  that  the  time  allov/ed  for  the 

reviev;  and  revision  process  may  not  be  sufficient  to  allov;  for  full 

consideration. 


116 


TH3  PROPOSED  BALAIIGED  ECONOMIC  GROVj'TH  ACT 
H.R.  10373,  54th  Congress 

Baclycrovuid 

This  "bill  v.'as  introduced  by  Rep.  Richard  Boiling  of  Kissouri  on 
October  28,  1975. 

Scope  of  the  Proposal 

H.R.  10373  would  provide  for  (I)  the  developing  of  a  biennally  up- 
dated, long-range  economic  grovrth  plan,  (2)  participation  by  State  and 
local  governments,  regional  organizations,  agriculture,  business,  labor, 
consumers,  and  other  interested  groups  and  organizations  in  the  develop- 
ment and  revievj  of  such  a  long-range  plan,  (3)  congressional  review  and 
possible  disapproval  of  proposed  balanced  economic  grovrth  plans,  and 
(4)  the  establishment  of  procedures  such  that  Federal  agencies  will  con- 
tribute to  on-going  assessment  and  implementation  of  the  plaoi. 

Organizational  Arrangements 

This  proposal  would  place  the  responsibility  for  long-range  economic 
planning  and  reviev;  largely  on  existing  organizational  entities  in  both 
the  Executive  and  Legislative  Branches  of  the  Federal  Government  —  on  the 
President  ;    I  the  Coimcil  of  Economic  Advisers  for  preparation  of  the  plan, 
ajid  on  the     )int  Economic  Committee  (JEC) ,  all  standing  committees  of  the 
House  and  i    j  Senate,  and  all  joint  committees  of  Congress  for  review. 

New  c   ^anizations  proposed  are  a  Division  of  Economic  Information 
in  the  Coun  LI  of  Economic  Advisers,  and  a  Division  of  Balanced  Gro\vrth  and 
Economic  PI  .ining  in  the  Congressional  Budget  Office. 
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Crf:;a3iizational  Rela-tionships  and  the  Planning:  Process 

H.R.  10373  v;ould  require  the  President  to  transmit  to  the  Congress 
a  "proposed  long-term  balanced  economic  grovrth  plan"  that  would  be  pre- 
pared by  the  Co-uncil  of  Economic  Advisers.    The  bill  v;otild  require  that 
the  proposed  plan  — 

(1)  establish  economic  objectives,  paying  para- 
mount attention  to  the  attainment  of  the  goal  of 
full  employment  and  giving  particular  considera- 
tion to  the  attainment  of  such  goals  as  balanced 
economic  grovrth,  equitable  distribution  of  income, 
price  stability,  efficient  utilization  of  private 
and  public  resources,  and  balanced  regional  and 
urban  development; 

(2)  identify  the  resources  required  for  achieving 
the  economic  objectives  so  established  by  forecasting 
the  level  of  production  and  investment  by  major 
industrial,  agricultural,  and  other  sectors  of  the 
economy.  State,  local  ajid  Federal  Government  economic 
activity,  and  internaxional  economic  activity,  for 
the  d\aration  of  the  plan;  and 

(3)  recommend  legislative  and  administrative  actions 
necessary  or  desirable  to  achieve  the  objectives  of 
the  plan,  including  recommendations  with  respect  to 

.  .  .  policies  and  programs  of  economic  significance. 


The  President  v;ould  also  be  required  to  submit  with  the  proposed 
plan  a  report  prepared  by  CEA  that  would  — 

(1)  provide  whatever  data  and  analysis  are  necessary 

to  support  the  objectives,  needed  resources,  and  policy 
recommendations  contained  in  the  plan; 

(2)  provide  an  examination  of  longer-^erm  economic  trends 
beyond  the  period  of  the  plan  and  recommend  long-^erm 
objectives  with  respect  to  the  goals  outlined  .  .  .  [in 
the  plan];  and 

(3)  compare  the  actual  results  vxith  projected  results 
presented  in  the  previous  plan,  .  .  .  and  indicate  (A)  the 
reason  for  any  failure  to  achieve  the  objectives  of  that 
plan,  (b)  the  steps  being  taken  to  achieve  the  objectives  of 
that  plan  and  (c)  any  necessary  revisions  in  that  plan. 
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The  Division  of  Economic  Information  in  the  Gcioncil  of  Economic 
Advisers  vrculd  "be  the  organizational  element  in  GEA  for  seeking  informa- 
tion, data,  estimates  and  statistics  related  to  the  plan  preparation 
process.     It  v.'ould  be  authorized  to  obtain  such  information  directly  from 
Executive  agencies. 

The  Boiling  proposal  v;ould  recruire  the  Council  of  Economic  Advisers 
to  establish  procedures  for  obtaining  the  viev;s  and  opinions  of  a  variety 
of  governments,  organizations  and  interested  groups  in  the  preparation  of 
the  plan,  so  as  to  involve  the  federal  intergovernmental  structure  and 
the  private  sector  in  the  preparation  of  the  plan. 

Title  I  of  the  bill  deals  v.'ith  rules  and  procedures  for  reviev;  of 
the  proposed  balanced  economic  plans  by  Congress.     It  would  require  that 
the  proposed  plans  be  referred  to  the  Joint  Economic  Committee  and  that 
v.'ithin  60  days  after  Congress  receives  the  proposed  plan,  each  standing 
committee  of  the  two  houses  and  each  joing  committee  submit  to  the  JEG  a 
report  containing  their  vie;-;  and  recommendations  on  all  matters  of  the 
proposed  plan  that  relate  to  their  respective  jurisdictions. 

The  JEG  may,  at  its  discretion,  hold  hearings  to  receive  testimony 
from  Members  of  Congress,  appropriate  representatives  of  the  Federal  agencies, 
the  general  public  and  interested  groups.     It  v;ould  be  required,  ho\-;ever, 
to  establish  procedures  for  obtaining  the  vicvjs  and  opinions  of  State  and 
local  governments  and  regional  orgajiizations,  and  of  agriculture,  business, 
labor,  consumers,  and  other  interested  groups  and  organizations  and  to 
consider  their  comments  and  vievjs  during  reviev/  of  the  proposed  plan. 
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D-urin£;  the  90  ciay  period  after  transmission  of  the  proposed  plaji, 
the  President  v/ould  be  allov;ed  to  submit  revisions  in  the  proposal  either 
at  his  ovjn  initiative  or  after  consultation  v;ith  the  JEC. 

After  135  (iays  after  transmission  by  the  President  or  at  a  later 
time  specified  in  the  plan,  the  plan  v;ould  tal:e  effect  -unless  disapproved 
by  Congress.    Section  IO3  provides  for  the  disapproval  process  by  way  of 
a  concuri-ent  resolution  disapproving  the  plan  reported  by  the  JEC  and  for 
discharge  of  the  JEC  from  further  consideration  if  after  IO5  days  it  has 
failed  to  report  such  a  concurrent  resolution  and  if  there  is  a  Member 
of  either  house  favoring  such  a  concurrent  resolution  to  disapprove  the 
plan.    Section  IO3  establishes  procedures  to  handle  the  concurrent 
resolution  in  this  latter  case. 

Implementation  is  a  critical  part  of  the  full  planning  process,  and 
the  Boiling  proposal  would  require  the  President  v;ith  the  assistance  of 
CEA  to  take  appropriate  action  to  ensure  that  the  Executive  agencies  carry 
out  their  prograias  and  activities  so  as  to  further  the  objectives  of  an;>' 
approved  balanced  economic  grovrth  plan,  and  to  encourage  State  and  local 
governments  and  the  private  sector  to  act  in  such  a  v;ay  as  to  further  the 
objectives  of  the  plan  as  well. 

The  CZIi  v.'ould  be  empowered  to  require  that  any  agency  submitting  bud- 
get requests,  proposed  rules,  or  legislation  not  in  fixrtherance  of  the  plan 
justify  its  actions  for  departure  from  the  plan. 

The  proposed  act  vjould  prohibit  the  Executive  Branch  from  taking  an;y' 
action  to  implement  the  plan  if  it  has  been  disapproved  or  if  the  I35  day 
period  has  not  expired.    A  plan  that  is  not  disapproved  -within  the  applicable 
time  period  would  be  consided  approved. 
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The  proposed  Division  of  Balanced  Groirth  and  Economic  Planning  in 
the  Congressional  Budget  Office  v;ould  perform  long-term  economic  analysis 
and  vjould  assist  the  JEC  in  the  discharge  of  its  plan  reviev;  responsibili- 
ties.   The  Division  vjould  be  required  to  provide  — 

(1)  information  x;ith  respect  to  long-^erm  economic 
trends,  national  goals,  resource  availability,  and 
the  economic  policies  necessary  to  achieve  balanced 
long-term  economic  gro;rth; 

(2)  information  necessary  for  the  preparation  of  the 
concurrent  resolution  and  report  to  accompany  the 
resolution;  and 

(3)  other  related  information  requested  by  JEC. 

Fundin/T 

The  bill  v;ould  authorize  to  be  appropriated  such  stuns  as  may  be 
necessary  to  carry  out  its  provisions. 

Pros  and  Cons 

The  advantage  of  this  proposal  is  that  from  the  point  of  viev;  of 
organizational  arrangements  it  relies  upon  existing  entities,    uo  entirely 
nev;  organizational  institution  v/ould  be  establishedj  only  incremental 
enlargements  of  existing  bodies — GEA  and  CBC — are  proposed. 

The  major  disadvantage  of  this  appropach,  hov/ever,  is  that  it  places 
the  long-range  planning  function  v/ithin  the  Executive  Office  of  the 
President,  v-mich  has  historically  been  more  involved  v;ith  short-term 
matters  rather  than  long-term  matters.    There  may  be  pressures  to  transform 
a  nev;  long-range  economic  planning  function  in  CEA  into  something  that 
v;ould  conform  nominally  to  the  proposed  lav;,  but  that  v;ould  in  fact  be 
a  continuation  of  the  relatively  short^erm  viev;  of  CEA  and  other  parts 
of  the  Executive  Office  of  the  President. 
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A  SU1#IARY  CF  SOLE  OP  THE  PUIIDAI.ENTAL  ISSUES 
This  review  has  sketched  the  organizational  structure  of  several 
alternate  proposals  for  establishing  long-range  planning  and  strategic 
assessment  within  the  Federal  Government.    In  assessing  these  and  other 
proposals— ^ his  review  does  not  contain  a  comprehensive  set  of  such  pro- 
posals— there  are  several  issues  that  appear  again  and  again  and  should  be 
smphasized. 

First,  the  need  to  link  planning  and  action  has  led  most  of  those 
ifho  have  drafted  proposals  to  place  the  long-range  planning  function  in 
the  Executive  Office  of  the  President.    The  case  for  doing  this  is  strong; 
out  the  historical  picture  stiggests  that  there  is  a  real  danger  in  so  do? 
ing  )  namely  the  danger  of  succumbing  to  short-term  political  pressures. 

Second,  it  is  often  argued  that  a  long-range  planning  function 
nust  be  tied  to  a  regularly  appearing  document — a  report,  a  message,  some- 
thing tangible.    Even  though  long-range  planning  is  a  process  for  aiding 
iecision-making,  having  a  regularly  appearing  document  focusses  the  effort, 
and  it  forms  a  basis  for  dialogue  betvreen  Congress  and  the  Executive  Branch, 
[n  current  practice,  the  annual  budget  and  the  Economic  Report  are  examples 
3f  tangible  doc-uments  that  catalyze  the  v;ork  effort.    A  vjag  has  said  that 
:hese  documents  serve  as  lamp  posts  for  a  drunk  man  to  hang  on.  Althoijgh 
;his  v;as  a  facetious  remark,  it  contains  an  element  of  insight  that  may  be 
ivorth  considering. 

I  Third,  specifying  the  scope  of  the  work  to  be  performed  and  the  content 

5f  the  planning  dociiments  that  would  form  the  basis  of  discussion  appears 
to  be  a  critical  element,  one  that  has  been  given  detailed  attention  in 
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of  "the  proposals  reviewed  in  this  report.    Such  detailed  specification 
clarifies  Congressional  expectations  and  can  be  a  tool  for  helping  to  prevent 
disappointing  performance  by  the  Executive  Branch.  For  example, 

Janes  Sundquist,  testifying  before  the  House  Connittee  on  Banking,  Cur- 
rency and  Housing,  Subcommittee  on  Housing  and  Commvinity  Development, 
during  oversight  hearings  on  the  President's  1974  Report  on  national  Gro;rth 
and  Development,  said  that  much  of  the  disappointment  that  v;as  v;idely  felt 
vjith  regard  to  the  gro;rth  reports  v;as  directly  traceable  to  ambiguities  in 
the  statutory  mandate  calling  for  the  biennial  grovrth  report. 

Fourth,  if  the  decision  is  made  to  place  a  long-range  planning 
function  in  the  Executive  Office  of  the  President,  there  v;ould  be  some 
question  as  to  v;hat  part  of  the  EOP  v;ould  be  the  most    appro pri«,te  loca- 
tion.   The  Domestic  Council  is  a  possibility,  but  some  observers  point  to 
the  suppression  of  long-term  issues  to  allov;  attention  to  be  given  almost 
entirely  to  short-term  policy  considerations  in  the  Domestic  Council. 
The  "Joodrow  './ilson  Center  study  group  gave  this  question  extensive  con- 
sideration.   Their  statement  of  pros  and  cons  on  the  question  is  paraphrased 
belov;:  UIDEPEIIDDNT  AGEllCY  Ii:  THE  EOP 

Locating  the  planning  and  assessment  fimction  as  an  independent 
agency  in  the  EOP  v;ould  malce  it  responsible  to  the  President  and 
thereby  give  it  more  status  and  visibility.    It  v;ouid  also 
separate  the  identification  and  evaluation  of  policy  options 
from  resource  allocation  decisions,  thvs  allovjing  it  potentially 
wider  scope  and  greater  objectivity.    It  would  allow  for  a 
"council-type"  organization  and  it  would  provide  an  appropriate 
forum  for  publication  of  study  results. 

On  the  other  han.d,  an  independent  group  in  the  EOP  could  develoj 
an  ivory  tower  atmosphere  v/ith  reduced  access  to  resource  and 
legislative  decision-making.    It  might  also  duplicate  analytic 
skills  already  available  in  01  IB.    Finally,  creating  another 
entity  in  the  EOP  would  further  confuse  its  structure  and  could 
interfere  v;ith  ho;v  the  President  chooses  to  organize  the  staff 
of  his  ovm  executive  office. 
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AS  PART  OF  THE  OPFTCE  OF  MAIJAOSI.IEIIT  AIJD  BUIX3ET 

Placing  a  lon^^ange  planning  and  strategic  assessment  function  in 
the  Office  of  Management  and  Budget  facilitates  the  linkage  betvreen 
long-range  policy  and  the  budget  process,  thereby  making  OIIB  poten 
tially  more  sensitive  to  the  long-range  implications  of  annual 
budget  decisions.    Such  an  organizational  arrangement  v/otild  allow 
close  contact  betv;een  budget  examiners  and  long— range  planners  to 
assess  the  long— range  implications  of  program  proposals.    It  v;ould 
also  alio;'/  similar  participation  in  the  legislative  clearance 
process  more  easily  than  vjould  separating  the  long-range  planning 
and  assessment  function  from  CIS.    OLIB  would  provide  a  base  from 
v;hich  to  assign  stud;^--  taslo^  to  other  Executive  agencies. 

On  the  other  hand,  it  places  the  head  of  the  long-range  planning  and 
I  assessment  staff  at  least  once  removed  from  the  President,  and 

'  buried  in  the  013  organisation  it  would  potentially  lose  visibility 

to  the  public  and  to  Congress  as  well  as  becoming  more  vulnerable 

to  bureaucratization.  23  / 

Fourth,  only  two  proposals  in  the  set  examined  here  suggest  estab- 
lishing a  long-range    planning  and  policy  assessment  function  as  an  inde- 
pendent institution.    Tugv;ell  proposes  a  separate  branch  of  government; 
the  Institute  for  Congress  proposes  a  kind  of  consulting  firm  (v/hich 
would  not  be  entirely  independent  since  it  v;ould  be  captive  of  the 
Congress).    The  Federal  Reserve  Board  is  sometimes  suggested  as  a  model 
for  a  long-range  planning  institution,  but  this  model  does  not  appear  in 
any  ciorrent  legislation  receiving  consideration  at  this  time.    The  need 
to  link  planning  and  action  v:ould  appear  to  be  such  a  dominant  point  of 
rievi  that  most  proposals  are  aimed  at  v/orldJig  out  v;ays  to  minimize  some 
3f  the  potential  problems  that  are  inherent  in  establishing  a  comprehensive, 
Long-range  planniiig  fimction  in  the  current  structure  of  the  American 
lational  government. 


^    Cooper,  Chester  L.    Institutions  for  Strategic  Policy  Assessments. 

A  Proposal.    VJoodrov;  VJilson  International  Center  for  Scholars. 
Smithsonian  Institution.    Washington,  D.  C.    July  24,  1973.  p.  6 
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Poxrrth,  this  study  has  been  limited  to  reviewing  some  of  the 
principal  proposals  to  establish  a  planning    capability  in  the  Federal 
Government;  it  has  not  considered  the  question  of  whether  long-range 
planning  is  needed.    Its  approach  has  been,  asstiming  a  need  for  improved 
long*-range  planning  and  strategic  assessment  in  the  Federal  Government, 
what  are  some  of  the  alternate  v^ays  of  organizing  such  an  activity  or 
process?    The  question  of  v;hether,  and  hov;  much,  planning  is  desirable 
and  feasible  in  the  present  system  of  government  and  political  ideology 
in  the  United  States  is  not  treated. 
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PLANNING  IN  THE  PRIVATE  SECTOR 


The  real  planners  are  the  managers 
who  make  the  final  decisions,  and 
what  we  call  planning  is  the  support 
service  intended  to  help  make  those 
decisions  better. 

-  Donald  Conover 

Western  Electric,  Inc, 


INTRODUCTION 

In  the  United  States,  long-term  planning  and  strategic  assessment  have 
become  more  of  an  established  part  of  management  in  large,  complex,  private 
corporations  than  in  government.     It  is  based  upon  the  corporate  planning 
literature  and  upon  statements  provided  upon  congressional  request  by  se- 
lected U.S.  corporations.     These  statements  are  compiled  in  Appendix  I.  The 
aim  of  this  report  is  to  identify  some  of  the  principal  organizational 
elements  of  corporate  planning  and  to  assess  their  applicability  to  long- 
term  planning  in  the  Federal  Government. 

Since  the  1930 's  the  planning  idea  has  repeatedly  appeared  in  the 
highest  levels  of  the  Federal  Government,  but  there  seems  to  be  relatively 
little  systematic,  long-term  planning  to  be  found  in  either  the  Executive  or 
Congressional  Branch .1^/    Although  there  are  some  exceptions,  such  as  weapons 
systems  planning  and  water  resource  project  planning,  the  lack  of  long-term 
planning  can  be  seen  in  most  dimensions  of  Federal  domestic  activity.  Upon 
assuming  office,  some  Presidents  have  become  aware  of  short-sighted,  overlaj 
ping  and  sometimes  conflicting  Federal  policies  and  programs  which  the  lack 


\J      A  review  of  planning  in  selected  Executive  agencies  has  been  prepared 
the  General  Accounting  Office.     The  final  GAO  report  is  tentatively  scheduled 
for  completion  in  August  1976. 
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of  planning  and  policy  coordination  sometimes  generates.     Roosevelt  tried 
the  National  Emergency  Council,  the  National  Recovery  Administration  and  the 
National  Resources  Planning  Board.    None  of  these  has  survived.  Eisenhower 
was  concerned  about  the  lack  of  planning  and  coordination  in  foreign  affairs 
and  established  the  National  Security  Council,  which  exists  today.     He  did 
not,  however,  establish  anything  comparable  for  the  planning  and  coordination 
of  domestic  policy.     Johnson  required  the  adoption  of  planning-programming- 
budgetlng  systems  in  domestic  agencies  after  McNamara  demonstrated  the  approach 
in  the  Defense  Department,  but  Johnson's  effort  survives  only  in  a  much  abridged 
form  and  under  a  different  name,  if  it  can  be  said  to  survive  at  all.  Nixon' 
sought  to  reorganize  the  Executive  Branch  along  functional  lines  in  order  to 
achieve  a  policy  planning  and  coordinating  capability  in  the  Executive  Office 
of  the  President.     This  was  disapproved  by  Congress,  and  the  President  was 
left  with  the  Domestic  Council,  which  was  similar  in  structure  to  Roosevelt's 
National  Emergency  Council  and  which,  like  NEC,  was  eventually  caught  up  in 
day-to-day  business  to  such  an  extent  that  it  was  unable  to  address  Itself  to 
long-term  policy  planning. 

The  private  sector  provides  a  striking  contrast.    Corporate  planning 
has  become  a  generally  accepted  and  instituted  aspect  of  business  since  it 
appeared  as  a  conscious  and  more  or  less  formalized  activity  in  the  middle 
and  late  1950' s.    Over  the  subsequent  two  decades,  corporate  planning  has 
grown  significantly  and  has  developed  an  extensive,  specialized  literature 
within  the  management  field.    This  is  not  to  say  that  corporate  planning 
has  not  had  its  failures,  its  false  starts,  its  disappointments .2^/ 

y      Taylor,  Bernard.    Corporate  Planning  ■ —  The  Future  Prospect.  Corporate 
Planner's  Yearbook  1974-75  (0.  Hussey,  editor)  p.  6. 
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What  is  important  is  that  long-range  planning  and  strategic  assessment  have 
become  sufficiently  useful  activities  in  many  large,  complex,  prof it-orientec 
companies  that  they  have  been  institutionalized  as  part  of  on-going  managemei 
processes  and  have  survived.  Bernard  Taylor  points  out  that  "corporate  plan- 
ning is  rapidly  becoming  accepted  in  industrial  countries  throughout  the  worl 
as  fundamental  to  good  management  in  large,  progressive  organizations . "2/ 

In  the  1970 's  both  the  Federal  Government  and  private  business  are  faced 
with  new  challenges  of  rapidly  changing  economic,  social,  technological,  and 
international  environments.     In  the  private  sector  these  challenges  are  re- 
quiring new  responses  and  strategies  on  the  part  of  corporate  planning  and 
corporate  planners.     A  special  report  in  Business  Week  said,  "For  corporate 
planners  and  the  top  executives  who  rely  on  their  advice,  the  world  has  never 
looked  as  hostile  or  as  bewildering  as  it  does  today.    The  very  uncertainties 
from  the  clouded  economic  outlook  to  the  energy  crisis,  that  make  sophisticate 
forward  planning  more  vital  than  ever  before,  also  make  accurate  planning 
that  much  more  difficult."    The  report  went  on  to  say,  "...the  role  of  plannlrll 
will  continue  to  grow  because  the  outlook  is  so  hazy—not  Just  for  business 
but  for  all  society. "4/     It  could  be  argued  that  the  statement  applies  not  on] 
to  business  but  to  the  Federal  Government  as  well. 

This  report  explores  aspects  of  the  corporate  planning  experience  in  orde 
to  contribute  to  an  assessment  of  what  the  Federal  Government  might  learn 
from  the  private  sector  as  Congress  considers  the  appropriate  role  of  planning 
in  Federal  activities.     The  discussion  presented  here  examines  the  relationsht 


3/      Ibid. ,  p.  4. 


4_/  Corporate  Planning.  Piercing  Future  Fog  in  the  Executive  Suite.  Businea* 
Week.     April  28,  1975.     p.  46. 
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>etween  planning  and  action,  the  varieties  of  planning  conducted  In  the 
•rivate  sector,  and  some  of  the  ways  the  private  sector  has  organized  for 
he  conduct  of  planning.     It  analyzes  corporate  responses  to  a  set  of  ques- 
lons  formulated  by  the  Subcommittee  on  Fisheries  and  Wildlife  Conservation 
.nd  the  Environment    of  the  House  Committee  on  Merchant  Marine  and  Fisheries, 
.nd  the  Subcommittee  on  Enviroment  and  the  Atmosphere  of  the  House  Committee 
'n  Science  and  Technology;  it  summarizes  responding  corporation's  recorcmenda- 
ions  regarding  planning  in  the  Federal  Government;  and  it  discusses  the  im- 
dications  of  corporate  planning  approaches  for  planning  in  the  Federal  Go- 
'ernment . 

PLANNING  AND  ACTION 

There  are  many  definitions  and  concepts  of  planning  to  fit  many  dlffer- 
;nt  situations , but  the  definitions  and  concepts  have  a  common  core  that  con- 
ititutes  a  general  definition  of  the  word.     By  most  definitions  rational 
)lannlng  consists  of  setting  objectives,  assessing  and  forecasting  the  en- 
'Ironraent  for  future  action,  designing  alternative  courses  of  action  to 
ichleve  the  objectives,  evaluating  each  alternative  in  terms  of  its  present 
md  future  costs  and  benefits,  selecting  the  course  of  action  with  the 
;reatest  net  benefit,  and  monitoring  the  actual  results  as  the  action  is 
carried  out.     Planning  and  action  are  intimately  linked  in  this  fundamental 
leflnltion;  planning  without  action  is  not  a  useful  activity. 

The  connection  between  planning  and  action  carries  over  into  definitions 
)f  planning  found  in  a  variety  of  works  on  corporate  planning.  Some  examples 
ire  the  following: 
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Ackof f :5j  "Planning  is  the  design  of  a  desired  future  and  of 

effective  ways  of  bringing  it  about." 

Cotton: 6^/  Planning  is  a  "prescriptive  process  intended  to  guide 

discretionary  decisionmaking  in  deployment  and  manage- 
ment of  resources."    Company-wide  planning  requires 
"specification  of  future  activity  with  sufficient  lead 
time  and  precision  to  be  technologically  feasible,  ad- 
ministratively possible,  and  objectively  beneficial, 
and  continuous  development,  monitoring  and  adjustment 
of  objectives,  plans  and  implementations  which  facili- 
tate achievement  on  a  sustained  basis." 

Denning :7_/         Corporate  planning  is  "a  formal,  systematic,  managerial 
process,  organized  by  responsibility,  time  and  informa- 
tion, to  ensure  that  operational  planning,  project  plan- 
ning are  carried  out  regularly  to  enable  top  management 
to  direct  and  control  the  future  of  the  enterprise." 

Irving: 8^/  Corporate  planning  is  "1.  the  formal  process  of  develop- 

ing objectives  for  the  corporation  and  its  component 
parts,  evolving  alternative  strategies  to  achieve  those 
objectives,  and  doing  this  against  a  background  of  ex- 
ternal environmental  changes;  2.  the  process  of  trans- 
lating strategy  into  detailed  operational  plans  and 
seeing  that  these  plans  are  carried  out." 


Because  of  the  widespread  acceptance  of  the  linkages  between  planning 
and  action,  planning  in  the  corporate  community  is  usually  seen  as  an  integr^ 
part  of  corporate  management  both  at  the  top  and  within  individual  divisions 
or  profit  centers  of  the  firm.     In  a  broad  sense,  planning  is  "a  complete  wajj 
of  running  the  business:  a  formalized  approach  which  should  involve  managers 


V      Ackof f,  R.C.    A  Concept  of  Corporate  Planning.     New  York,  Wiley  Inter- 
science,  1970.  p. 

bj  Cotton,  Donald  B.  Company-Wide  Planning.  Concept  and  Process.  New  Yorl 
Macmillan,  1970.     p.  11. 

y  Denning,  B.W.  Corporate  Planning;  Selected  Concepts.  New  York,  McGrawi* 
Hill,  1971.  p. 

y      Irving,  P.     Corporate  Planning  in  Practice:     a  study  of  the  development 
organized  planning  in  major  United  Kingdom  companies.    Unpublished  M.  Sc. 
dissertation.  University  of  Bradford,  1970.     Cited  in  Hussey,  David  E.  Corpol 
Planning  Theory  and  Practice.     Oxford,  Pergamon  Press,  Ltd.,  1974.     p.  4.  i 
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at  all  levels  of  the  company .  "9^/    The  Implication  of  the  linkage  between 
planning  and  action  is  that  "...the  real  planners  in  any  company  are  its 
nanagers,  the  real  planning  department  is  the  entire  company ."10/  Writers 
3n  the  subject  of  corporate  management  and  corporate  planning  reflect  this 
point  of  view.    Fayol,  writing  in  1949,  identified  the  basic  activities  of 
management  as  planning,  organizing,  commanding,  coordinating,  and  controlling .11/ 
Urwick  drew  up  a  similar  list  (forecasting,  planning,  organizing*  directing, 
coordinating,  controlling  and  communicating) 12/  as  did  Brech  (planning,  motivat- 
ing and  coordinating,  and  controlling) 13/    and  Drucker  (setting  objectives, 
organizing,  motivating,  communicating,  measuring  performance,  and  developing 
people) 14/.  HusseylS/  recast  Drucker 's  management  categories  in  planning  terms 
as  follows : 

"Corporate  planning  includes  the  setting  of  objectives,  organizing 
the  work,  people  and  system  to  enable  those  objectives  to  be  attained, 
motivating  through  the  planning  process  and  through  the  plans,  measur^- 
ing  performance  and  so  controlling  progress  of  the  plan,  and  develop- 
ing people  through  better  decisionmaking,  clearer  objectives,  more  inr- 
volvement  and  awareness  of  progress." 

9^/      Hussey,  David  E,    The  Role  of  the  Corporate  Planner.    The  Corporate  Plan- 
ner's Yearbook.     1974/75.     Oxford,  Pergamon  Press  Inc.,  1974.    p.  82. 

10/    Ibid.,  p.  84. 

11/    Fayol,  Henri.     General  and  Industrial  Management.    London,  Pitman,  1949. 

12/    Urwick,  L.F.    The  Pattern  of  Management.    Minneapolis,  University  of 
Minnesota  Press,  1956. 

13/    Brech,  E.L.F.    Organization.    London,  Longmans,  1966. 

14/    Drucker,  Peter  F.    The  Practice  of  Management.    London,  Heinemann,  1955. 

15/    Hussey,  David  E.     Corporate  Planning  Theory  and  Practice.  Oxford, 
Pergamon  Press,  1974. 
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Corporate  planners  assembled  for  the  Congressional  Seminar  on  Co rp orate B-^'^ 
Planning  stressed  the  linkage  between  planning  and  doing  in  a  way  that  is  Jitjs 
similar  to  the  thrust  of  the  definitions  given  above.     They  repeatedly  era 
phasized  that  the  planners  should  be  the  doers;  and  the  doers,  the  planners 
The  point  was  made  in  their  written  submissions  to  the  Subcommittees  and  in 
their  discussion  during  the  seminar.     One  participant,  for  example,  said  that 
to  put  this  precept  into  practice  a  key  part  of  his  firm's  planning  policy  Wc' 
"full  involvement  in  the  planning  process  by  top  decision-makers,  both  at  the 
corporate  and  operating  levels . "16/    His  comment  was  supported  unreservedly 
by  the  other  participants  in  the  seminar.     The  emphasis  placed  on  this  point 
by  seminar  participants  and  by  the  literature  on  corporate  planning  and  manag 
ment  leaves  little  doubt  that  planning  without  the  active  and  willing  involve 
ment  of  a  firm's  decision-making  managers  is  a  useless  activity  not  worth  the 
time,  trouble,  or  money. 17/ 


TYPES  OF  CORPORATE  PLANNING 

The  definitions  of  planning  set  forth  in  the  previous  section  do  not  re- 
flect the  various  forms  of  planning  that  take  place  in  the  private  sector. 
The  form  or  forms  of  planning  that  a  corporation  uses  will  depend  on  a  variety 
of  factors,  including  the  management's  perception  of  the  role  of  planning  in 
the  overall  management  process,  the  organization  of  the  corporation,  its  view 
of  corporate  purposes,  its  perception  of  the  environment  in  which  it  operates, 
and  its  attitude  toward  change.     The  forms  of  planning  used  by  firms  vary  and 


16/    Johnson,  Vernon.     Prepared  statement  responding  to  inquiry  from  the  House 
Committee  on  Merchant  Marine  and  Fisheries,  Subcommittee  on  Fisheries  and  Wild: 
life  Conservation,  and  from  the  House  Committee  on  Science  and  Technology, 
Subcommittee  on  Environment  and  the  Atmosphere, 
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:he  name  used  to  identify  forms  of  planning  also  vary.     The  literature  and 
:he  jargon  of  corporate  planners  is  sprinkled  with  terms  such  as  normative 
planning,  project  planning,  development  planning,  and  conceptual  planning. 
N^riters  and  firms  use  these  term.s  in  different  ways  to  describe  the  planning 
ictivities  that  are  carried  out  in  different  corporations.     The  principal 
:oms  of  planning  are  discussed  below. 

The  broadest  form  of  corporate  planning  is  that  which  addresses  the  basic 
Durposes  and  directions  of  the  corporation,  its  mission,  its  desired  ends, 
its  overall  objectives  and  goals.    This  form  of  planning  is  usually  called 
■'strategic  planning,"  but  it  is  sometimes  referred  to  as  "policy  planning" 
(especially  when  it  deals  with  the  internal  environment  or  framework  for 
corporate  operations),  or  "conceptual  planning."    It  is  ususally  long-term, 
i.e.,  with  a  time  frame  of  five  years  or  more;  and  it  deals  with  such  things 
as  the  amount  of  emphasis  to  give  to  new  products  and  markets  relative  to 
existing  products  and  markets,  or  the  corporation's  degree  of  investment  in 
major  geographic  divisions  and  countries  of  the  world. 

The  second  form  of  corporate  planning  is  operational  planning  which 
covers  a  relatively  short  period  of  time — one  year  is  typical — and  is  focussed 
on  action  programs  that  are  aimed  at  achieving  particular  goals  during  the  time 
period.    An  operational  plan  is  usually  the  plan  for  an  established  or  function- 
ing part  of  a  company,  such  as  one  of  its  divisions  or  subsidiaries.  According 
to  a  Conference  Board  study,  operational  planning  tends  to  be  more  formal  and 

17/    The  point  is  analogous  to  a  point  that  is  often  made  about  research 
to  matters  of  public  policy.     If  the  ultimate  users  of  the  research  product  are 
not  involved  in  the  development  of  the  research  questions  and  the  general  de- 
sign of  the  research  program,  there  is  little  probability  that  they  will  really 
use  the  research  product  when  it  is  completed. 
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more  detailed  than  strategic  planning.  An  operating  plan  may  include  market-  »!''' 
ing  plans,  facilities  plans,  production  plans,  or  plans  for  allocating  the  -0 
corporation's  capital  among  major  uses  during  the  time  period  of  the  plan.  I 

The  term  project  planning  is  often  used  to  designate  plans  for  a  specif i  jjni^ 
particular  operations,  such  as  a  capital  investment  project  or  the  developmen  ! li^ 
of  an  individual  undertaking. 

Variations  on  these  three  forms  of  corporate  planning  can  be  seen  in  the  \ 
literature  and  in  statements  of  individual  corporations.    Alternate  taxonomiei  •  t( 
based  on  these  basic  forms  of  planning  are  included  for  reference  purposes  in 
Appendix  II. 

ORGANIZATION  FOR  PLMING 

In  reviewing  corporate  planning  practices  and  structures  with  a  view 
toward  identifying  what  might  be  applicable  in  the  public  sector,  especially 
in  the  Federal  Government ,  the  experience  of  the  private  sector  in  organizing 
for  planning  is  of  major  interest.  I 

In  a  highly  centralized  firm,  where  the  chief  executive  does  not  delegate 
a  great  deal  of  discretion  to  the  firm's  operating  managers,  it  is  only  the 
relationship  between  the  planning  function  and  the  chief  executive  that  is  of 
interest.    However,  there  are  few  large,  complex  corporations  that  have  such 
a  high  degree  of  centralization.    Of  more  direct  interest  is  the  large, 
complex  and  relatively  decentralized  corporation.     Such  a  firm  is  in  some  ways 
similar  to  the  Federal  Government:  it  has  a  wide  variety  of  activities;  it  is 
organized  along  some  sort  of  functional,  divisional,  or  profit  center  lines  in 
ways  that  could  be  considered  analogous  to  the  organization  of  the  Executive 
Branch  of  the  Federal  Government;  each  division  has  some  degree  of  autonomy 
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vithln  the  general  policies  of  top  management;  it  has  a  top  corporate 
■nanagement  with  a  strong  chief  executive.    Moreover,  both  the  corporation  and 
the  Executive  Branch  as  decentralized  organizations  face  the  problem  of  central 
guidance  and  control  of  their  subdivisions.     In  the  Federal  Government  one  of 
the  principal  problems  of  management  in  the  Executive  Branch  has  historically 
been  the  President's  difficulty  in  coordinating  policy  and  controlling  and 
directing  a  fragmented  bureaucracy  that  is  organized  on  the  basis  of  service 
to  constituencies  more  than  on  the  basis  of  function. 

The  ways  in  which  the  planning  process  has  been  wedded  with  such  a 
decentralized  organizational  structure  in  the  corporate  world  is  described 
at  length  in  the  corporate  planning  literature  and  by  participants  in  the 
Congressional  Seminar  on  Corporate  Planning,  which  is  summarized  in  Appendix  IV. 
The  nature  of  the  planning  function  in  management  and  the  conception  that 
corporate  planners  have  of  their  job  are  keys  to  understanding  the  various  or- 
ganizational approaches  that  different  corporations  take. 

Company-Wide  Planning  and  the  Planner's  Job 

Both  the  corporate  planning  literature  and  the  corporate  planning 
practitioners  who  participated  in  the  Congressional  Seminar  on  Corporate  Plan- 
ning repeatedly  stressed  the  catalytic  nature  of  the  corporate  planner's  job. 
The  planner's  mission  is  typically  described  as  not  to  plan  but  to  "cause 
planning  to  happen  in  an  orderly  and  systematic  way,  to  ensure  that  attention 
is  given  to  the  right  factors,  to  evaluate  opportunities,  and  to  coordinate  all 
the  planning  activity  of  the  entire  company ,"18/    This  point  of  view  is  based 

18/    Hussey.    The  Role  of  the  Corporate  Planner,  op.  cit .    p.  83. 
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upon  the  notion  that  planning  is  a  style  of  operation,  a  disciplined  and 
systematic  approach  to  making  business  decisions  and  as  such  the  responsibil; 
of  the  executive  management  of  the  firm.  The  planner's  role,  in  this  view,  : 
to  stimulate  the  top  executives,  the  managers,  to  adopt  and  carry  out  plannli 
as  their  own  approach.  i 

The  organizational  implication  of  this  point  of  view  is  that  the  corpor«l 
planning  unit  at  the  top  of  a  corporation  should  be  minimized  in  terms  of  stg' 
One  writer  says,  "Whatever  the  temptation,  a  large  planning  department  is  , 
something  to  be  avoided . "19/  He  goes  on  to  say,  "As  a  general  principle  it  maj 
be  said  that  the  employment  of  every  additional  person  in  the  planning  depart 
ment  is  a  relative  degree  of  failure,  something  to  be  undertaken  only  when  it 
is  so  essential  that  no  other  answer  is  possible."  These  are  the  words  of  an 
advocate  of  corporate  planning. 

The  corporate  planning  function  is  generally  seen  to  consist  of  the 
following  two  parts;     "First,  to  guide  and  assist  the  divisions  in  the  formulij 
of  their  business  plans;  second,  to  develop  an  overall  corporate  business  plai 
that  will  comprise  both  the  sum  of  the  division  plans  and  the  growth  objective 
of  the  corporation  as  a  whole . "20/    Another  writer  says,  "At  the  strategic  ) 
level,  working  as  a  member  of  the  top  management  team,   [the  planner]  helps  to 
identify  opportunities,  analyze  and  evaluate  alternatives,  define  objectives, 
and  design  strategies  related  to  the  future,  taking  account  of  changing  factOB 
in  the  business  environment;  at  the  operational  level,  he  is  a  catalyst,  a 


Of 


19/    Ibid. ,  p.  89 


20/    May,  William  F.,  speaking  as  chariman  of  the  Board  of  Directors,  American 
Can  Company.     Quoted  in  Henry,  Harold  W,    Longe-Range  Planning  Practices  in 
45  Industrial  Companies.     Englewood  Cliffs,  Prentice-Hall,  1967.    p.  38. 
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coordinator,  a  planning  systems  designer  and  a  trainer  of  line  management 
in  planning  methodology.    At  both  levels  he  must  be  concerned  with  monitoring 
and  controlling.     At  neither  level  is  he  an  'ivory  tower'  theorist,  but  an 
active  member  of  the  management  team. "21/ 

Organizational  Arrangements 

Private  firms  use  a  variety  of  organizational  arrangements  and  entities 
to  carry  out  their  planning  processes.     Those  Identified  by  respondents  to  a 
survey  by  the  Conference  Board  22/  include  top  management  planning  committees, 
corporate  planning  units,  staff  coordinators,  and  ad  hoc  task  forces.  Each 
of  these  is  described  below. 

TOP  MANAGEMENT  PLANNING  COMMITTEES.     The  top  management  planning  committee, 
sometimes  called  the  corporate  planning  committee  or  something  similar.  Is  an 
institutional  device  for  maintaining  the  "interest,  comprehension  and  parti- 
cipation" 23/  of  the  corporation's  top  managers  in  the  corporate  planning 
process.     Its  purpose  is  to  give  periodic  attention  to  the  planning  portions 
of  the  management  function.     According  to  Conference  Board  respondents,  the 
planning  committee  "undertakes  such  tasks  as  assessing  current  strategies  and 
exploring  new  ones;  formulating  corporate  objectives  and  goals;  setting  cor- 
porate priorities  for  the  allocation  of  resources;  reviewing  plans;  and 
monitoring  performance  against  plans . "24/     In  Cotton's  formulation  of  the 

21/    Hussey,  David  E.     The  Role  of  the  Corporate  Planner.    Op.  cit .    p.  83. 

22/    Egerton,  Henry  C.  and  James  K.  Brown.    Planning  and  the  Chief  Executives. 
New  York,  The  Conference  Board,  1972. 

23/  Cotton,  Donald  B.  Company-Wide  Planning.  Concept  and  Process.  New  York, 
Macmillan,  1970.     p.  131. 

24/    Egerton  and  Brown.     Op.  cit.  p.  31. 
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duties  of  the  planning  committee,  it  "would  recurrently  endorse  assumptions 
suggest  constraints,  propose  missions,  and  develop  policies  before  their  sub-  I 
mission  to  the  chief  executive . "25/     Such  a  planning  committee  would  also 
provide  advice  on  the  "behavioral  aspects  of  the  organization,  characteristics 
of  the  business,  identification  and  interests  of  power  blocs,  best  utilization 
of  administrative  systems,  location  of  expertise  within  the  organization,  ex- 
ternal contacts  of  relevance,   [and]  timing  and  content  of  requests . "26/ 

Cotton  asserts  that  although  the  corporation's  chief  executive  should 
be  a  member  of  the  planning  committee,  the  chief  planner  should  chair  the 
committee  because  it  should  have  an  advisory  relationship  to  the  chief  execu- 
tives through  the  chief  planner.    Among  Conference  Board  respondents,  however, 
those  that  use  the  planning  committee  approach  typically  reported  that  the 
chief  executive  chairs  the  committees,  not  a  "chief  planner." 

CORPORATE  PLANNING  UNIT.     According  to  the  Conference  Board  study,  most 
of  the  firms  responding  to  their  survey  have  as  part  of  their  organizations 
some  form  of  corporate  planning  unit.     Sometimes  this  planning  unit  consists 
of  a  single  person,  sometimes  this  single  person  has  additional  staff  to  suppoi 
his  efforts.     The  function  or  responsibilities  of  such  a  corporate  planning 
unit  depends  largely  upon  the  degree  to  which  planning  is  a  recognized,  on- 
going and  institutionalized  process  in  the  management  of  the  firm.    A  firm 
that  is  beginning  to  implement  or  make  major  changes  in  its  planning  process 
would  have  a  corporate  planning  unit  with  responsibilities  that  differ  from 


2_5/  Cotton.  Op.  cit.  p.  131. 
26/    Ibid.,  p.  132. 
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those  of  a  planning  unit  in  a  firm  where  the  planning  process  was  well 
established.    When  starting  up  or  when  making  major  alternations  in  the  plan- 
ning process  the  planning  unit's  mandate  is  typically  to  undertake  system 
design — to  develop  planning  procedures  and  related  administrative  processes — 
and  sometimes  to  propose  corporate  objectives  and  to  draft  plans  for  sub- 
mittal to  the  firm's  chief  executive.    When  the  corporate  planning  process  is 
well  established  the  role  of  the  corporate  planning  unit  is  less  one  of  plan- 
ning leadership  under  the  chief  executive  than  one  of  service  to  the  operating 
line  divisions  of  the  corporation.     In  the  words  of  the  Conference  Board  re- 
port on  corporate  planning  and  the  chief  executive,  the  corporate  planning 
unit  does    not  prepare  plans;  this  is  left  to  line  management.     The  essence 
of  (its)  job  is  to  conserve  management  time  by  absorbing  some  of  the  often 
massive  underlying  work  that  planning  requires,  to  help  those  who  plan  to  do 
so  effectively  and  efficiently.    This  entails  such  tasks  as: 

" — Proposing  corporate  objectives  and  goals  and  strategies  and 
defining  planning  issues  for  top  management's  consideration. 

"—Helping  line  managers  plan,  educating  them  in  planning 
techniques .... 

" — Supplying  essential  information  such  as  market  forecasts  and 
estimates  of  trends  with  respect  to  competitors,  technology,  the 
economy,  legislation  and  government  policy,  and  other  environ- 
mental matters  pertinent  to  the  firm. 

" — Seeing  to  the  proper  functioning  of  planning  procedures: 
scheduling  meetings,  designing  plan  formats,  etc. 

" — Consolidating  and  editing  plans  and,  less  frequently, 
analyzing  and  criticizing  them  before  they  are  submitted  to 
the  chief  executive. 

" — Acting  as  a  sounding  board  for  the  chief  executive  as  he 
contemplates  the  company's  direction  or  strategy . "27/ 

27/    Egerton  and  Brown.     Op .  cit . ,  p.  32.     See  also  Cotton,  op.  cit.,  p.  28, 
who  summarizes  the  duties  of  the  chief  planner  of  a  corporation — and  by 
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The  corporate  planning  unit  is  typically  a  staff  unit  reporting  direct- 
ly to  the  corporation's  chief  executive.     This  organizational  arrangement,  a 
text -book  model,  is  derived  from  the  axiom  that  planning  and  doing  are  in- 
separably linked.     Indeed,  it  could  be  argued  that  any  other  arrangement 
should  be  carefully  justified  before  deviating  from  this  model.  Examples 
of  deviations  from  the  model  identified  by  the  Conference  Board  study  include 
arrangements  in  which  the  planning  unit  reports  to  an  executive  vice  president 
or  a  functional  vice  president  and  amalgamation  of  the  planning  function  with 
research  and  development.     Each  of  the  variations  resulted  from  the  special 
circumstances  faced  by  the  corporation  that  made  the  arrangements . 28/ 

Although  the  corporate  planning  unit  with  reporting  linkages  to  the 
chief  executive  officer  of  the  corporation  is  the  model  offered  by  most  lit- 
erature on  corporate  planning,  this  type  of  organizational  arrangement  does 
have  some  disadvantages.    The  first  is  that  the  corporate  planning  unit  may 
over-institutionalize  the  corporate  planning  process  in  such  a  way  that  it 
allows  line  executives  to  shirk  their  planning  responsibilities.     Second,  the 
corporate  planning  unit  could  become  an  obstacle  to  planning  by  corporate  and 
line  managers.     These  two  possible  disadvantages  were  mentioned  by  respondents 
to  the  Conference  Board  survey.     Their  comments  illustrate  a  negative  point 


implication,  the  duties  of  the  corporate  planning  unit — as  follows:  "As  the 
organization's  top    technical  expert  and  advisor  in  his  field,  the  core  re- 
sponsibilities of  the  chief  planner  are  to  conceptualize,  structure,  and  pro- 
cedurize  substance  and  system  for  planning  and  planning-related  matters  through 
out  the  company."    This  forumlation  corresponds  closely  to  the  responsibilities 
of  the  planning  unit  during  the  initiation  period  of  a  corporate  planning  pro- 
cess.    Cotton,  op.  cit . ,  pp.  30,31,  also  lists  the  responsibilities  or  activi- 
ties for  firms  with  established  company-T^ide  planning.     "The  chief  planner 
[and  by  implication  the  coporate  planning  unit]  recurrently  provides  techniques 
for  development  of  or  contribution  to  company-\-7ide  planning;  phrases,  with 
approval  of  the  chief-  executivs,  company  wide  assumptions  and  constraints 
governing  each  planning  cycle;  maintains  liaison  with  each  division,  through 
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of  view  regarding  the  notion  of  a  corporate  planning  unit  as  an  organizational 
entity  in  the  fiTrm: 

"To  my  mind,  the  establishment  of  a  staff  department,  headed  by  a 
long-range  planning  executive,  is  fundamentally  undesirable.  This 
approach  institutionalizes  the  planning  process  and  makes  it  all 
too  easy  for  line  executives  to  abdicate  their  planning  responsi- 
bility" 

"Planning  and  management  are  synonymous.    You  get  good  planning, 
not  through  planning  executives  or  by  developing  planning  systems, 
but  by  developing  and  selecting  good  managers." 

"We  wouldn ' t  know  what  to  do  with  a  planning  executive.  In  our  com- 
pany, planning  is  a  function  of  the  chief  executive's  office  that  is 
taking  place  during  all  his  contacts  with  managers  down  the  line." 

'"Planning  is  a  process  that  should  take  place  among  management 
levels  and  among  line  and  staff  functions.     The  process  should 
not  be  complicated  by  adding  an  unnecessary  obstacle  in  the  form 
of  a  planning  organization . 29/ 

STAFF  COORDINATORS.     Some  of  the  Conference  Board  respondents  mentioned 
that  although  they  do  not  have  a  corporate  planning  unit  in  their  organization, 
they  do  assign  a  coordinative  responsibility  to  someone  on  the  top  management 
staff  to  handle  the  adro.inistrative  and  coordinative  aspects  of  the  firms ^ 
planning  processes.    According  to  the  Conference  Board  report,  a  member  of 
the  controller's  staff  is  usually  assigned  this  responsibility . 30/ 


those  specifically  responsible  for  the  divisional  planning  function;  schedules 
and  coordinates  corporate  level  and  interdivisional  contributions  to  company- 
wide  planning;  and  advises  the  chief  executive  concerning  the  substance,  format, 
and  quality  of  all  contributions  to  company-wide  planning." 

28/    Egerton  and  Brown,     op .  cit . ,  p.  33. 

29/    Ibid.,  p.  34,  35. 


30/    Ibid. .  p.  35. 
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TASK  FORCES.     Still  others  of  the  corporations  responding  to  the  Confere 
Board  survey  said  that  they  use  ad  hoc  planning  task  forces  for  some  purposes  '""^ 
within  their  organization.     This  does  not  necessarily  mean  that  they  use  the 
task  force  as  a  substitute  for  the  corporate  planning  unit  In  their  firms. 
They  are  typically  formed  for  special  purposes  and  provide  Information,  analyst 
and  recommendations  on  matters  such  as  diversification  strategy,  new  product 
Investments,  Investments  in  new  Industrial  processes,  market  conditions,  new 
market  development,  acquisitions,  environmental  trends  and  their  impact  on  the 
firm,  or  specific  problems  the  firm  has  experienced.    Task  forces  are  often 
organized  by  the  top  policy  group  of  the  firm  when  a  specific  and  important 
problem  appears,  or  when  the  Institutionalized  processes  of  the  firm  are  not  i'''' 
equipped  to  provide  needed  infoirmatlon  or  analysis.     The  top  policy  group  de-  ' .f 


fines  the  subject  to  be  addressed  by  the  task  force,  designs  its  agenda,  and 
supervises  its  work. 31/ 

Tools  for  Corporate  Planning 

There  are  more  tools  used  by  planners  in  the  private  sector  than  can  be 
described  within  the  scope  of  this  paper.    There  are  planning  manuals,  planninj 
guideline  memoranda,  computerized  simulation  and  analytical  models,  forecastinf 
techniques  that  are  of  special  utility  for  planning,  and  management  games  with 
a  planning  orientation.     From  the  point  of  view  of  planning  organization  and 
planning  process,  the  focus  of  this  report,  there  are  two  that  should  be 
identified  because  they  are  tools  for  integrating  planning  with  the  full  range 
of  corporate  management  processes.    These  are  the  planning  manual  and  the  plan- 
ning guidelines  memorandum. 


31/    Ibid.,  p.  38. 
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THE  PLANNING  MANUAL.    The  planning  manual  is  a  basic  communications 
tool  with  which  the  chief  executive  explains  his  commitment  to  planning  and 
his  expectations  for  the  planning  process  itself.     Hussey  describes  the  pur- 
pose of  the  planning  manual  as  follows: 


Planning  is  a  system  of  coiranunication,  and  the  system  must  build  in 
opportunities  for  interdepartmental  discussion,  as  well  as  discussion 
up  and  down  the  line.     Once  all  the  details  of  the  planning  system  have 
been  decided  they  should  be  presented  in  written  form  to  all  involved. 
The  basis  of  this  record  should  be  some  form  of  planning  manual,  which 
should  show  very  clearly  what  part  every  manager  is  expected  to  play  in 
the  planning  process .32/ 

The  Conference  Board,  which  received  a  sample  of  planning  manuals  during 
the  course  of  its  study  of  planning  and  the  corporation's  chief  executive,  re- 
ports that  planning  manuals  generally  contain  both  planning  philosophy  and 
statements  of  procedure.    Elements  in  the  typical  planning  manual  received  by 
the  Conference  Board  are  as  follows : 33/ 

1.  Statement  of  the  purpose  of  planning  and  its  place  in  the  management 
process 

2.  Statement  of  corporate  goals  and  objectives 

3.  Definitions  of  planning  or  of  the  different  kinds  of  planning 
and  plans 

A.  The  steps  in  the  planning  process 

5.  Content  and  form  of  information  to  be  submitted 


32/  Hussey,  David  E.  Introducing  Corporate  Planning.  Oxford,  Pergamon  Press, 
1971.    p.  32. 

33/    Egerton  and  Brown .     op .  cit . ,  p .  35 . 
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To  illustrate  the  variety  of  planning  manuals  used  by  corporations  as 
the  basic  set  of  instructions  for  their  planning  processes,  several  examples 
are  given  in  Appendix  III.     First,  a  textbook  outline  for  a  planning  manual 


Conference  Board  in  its  study.     Third,  a  planning  manual  used  by  a  major  food 
products  corporation  is  shown  in  its  entirlty. 

PLANNING  GUIDELINES .     Planning  guideline  memoranda  are  communications 
tools  for  providing  the  corporation's  managers  with  more  substantive  informa-  i 
tion  than  is  generally  found  in  planning  manuals.     Such  guideline  memoranda  ! 
contain  additional  instructions,  updated  planning  calendars,  strategic  assump- 
tions, the  corporation's  current  operating  status,  comments  on  its  financial 
position  relevant  to  planning,  environmental  assumptions,  priorities,  con-  ^ 
straints,  the  corporation's  accomplishments,  new  directions,  earnings  and  j 
cash  flow  targets — whatever  is  currently  pertinent  to  the  firm  and  its  planning 
and  that  the  chief  executive  wants  to  emphasize  in  the  planning  cycle.  The 
planning  guideline  memorandum  also  serves  to  remind  managers  that  a  new  planninj 
cycle  is  about  to  begin. 

COMMENTS  ON  PLANNING  MANUALS  AND  GUIDELINES.     Corporate  planning  textbooks 
comments  of  respondents  to  the  Conference  Board  survey,  and  remarks  of  parti- 
cipants in  the  Congressional  Seminar  on  Corporate  Planning  of  December  1975 
emphasize  the  need  to  avoid  rigidity  in  the  planning  process  as  it  is  set  forth 
in  planning  manuals  and  guideline  memoranda.    Hussey  says —  || 

"There  is  one  very  real  danger  in  the  formalization  of  planning. 
The  standardization  of  plan  layout  can  bring  the  risk  of  stand- 
ardization of  thought,  which  would  be  disasterous  to  the  company. 
If  planning  ever  becomes  a  form-filling  exercise  in  the  eyes  of 
managers  it  will  be  well  down  the  path  to  failure.    To  be  successful 


is  shown,  followed  by  outlines  of  example  planning  manuals  selected  by  the 


I 
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It  must  stretch  the  imagination  of  each  manager,  and  must  force 
them  to  throw  their  thoughts  into  the  future .     The  planning  should 
be  more  valuable  than  the  plans  themselves. 

Any  plans  that  have  become  dreary  "form-filling"  will  have 
little  value  to  the  company.     Now  this  is  an  avoidable  situation 
and  action  starts  with  the  planning  manual.    When  writing  the  in- 
structions to  managers  the  planner  must  stick  to  essentials,  and 
avoid  petty  detail.     He  should  also  try  to  leave  the  manager  a 
certain  freedom  of  choice.     For  instance,  it  is  worthwhile  providing 
a  conceptual  guideline  for  market  planning,  so  that  all  can  see  the 
sort  of  approach  required,  and  the  areas  of  decision  to  be  covered: 
but  he  might  be  unwise  to  insist  that  his  framework  was  adhered  to 
rigidly.     Having  given  the  guideline,  he  should  encourage  managers 
to  approach  the  problems  in  their  own  way.     So  long  as  all  the 
points  are  covered,  it  does  not  really  matter  in  which  order  the 
manager  records  them. 


If  there  is  any  overriding  message  about  planning,  it  is  that 
the  processes  evolved  must    have  a  certain  flexibility,  so  that  they 
do  not  break  at  the  first  crisis ."34/ 

The  Conference  Board  report,  which  reinforces  these  cautionary  words, 
says  — 


"A  caveat:  if  planning  guidelines  are  too  detailed  or  restrictive, 
they  may  inhibit  creativity  or  imagination  on  the  part  of  those  in- 
volved in  the  planning  process,  according  to  several  study  partici- 
pants. "35^/ 

HIGHLIGHTS  OF  CORPORATE  RESPONSES  TO  THE  SUBCOMMITTEES' 
QUESTIONS  ON  APPROACHES  TO  CORPORATE  PLANNING 


The  House  Subcommittee  on  Fisheries  and  Wildlife  Conservation  and  the 
Environment  and  the  House  Subcommittee  on  Environment  and  the  Atmosphere  con- 
tacted a  number  of  large  corporations  to  obtain  information  on  their  approache 


34/  Hussey.  Introducing  Corporate  Planning,  op.  cit.,  pp.  33,  35. 
35/    Egerton  and  Brown,    op .  cit . ,  p.  38. 
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to  corporate  planning,  especially  with  regard  to  organizational  and  procedur; 
matters,  some  of  which  are  discussed  in  the  preceding  sections  of  this  ' 
chapter.     Corporate  responses  to  the  subcommittees'  questions  are  given  in  j 
full  in  Appendix  I;  the  highlights  of  their  responses  are  presented  in  this 
section . 

Question  Set  No.  1 

How  would  you  describe  your  organization's  overall  philosophy  and  appro;  j 
to  coping  with  changing  business  environment  and  with  the  uncertainties  | 
the  future?  How  do  your  corporate  planning  activities  reflect  your  | 
philosophy  and  approach?  I 

Each  of  the  corporations  responding  to  the  Subcommittees'  request  for  a 
written  statement  indicated  that  planning  was  an  essential  ingredient  in  its 
approach  to  dealing  with  a  changing  business  environment  and  with  the  uncerta  j| 
future.     The  link  between  planning  and  management,  indeed  their  basic  unity,  |' 
was  stressed  by  most  responding  firms.     Other  comments  suggested  that  plannii  ( 
was  an  essential  tool  in  ensuring  the  survival  of  the  corporation.    One  firm  | 
said,  for  example,  "Plans — both  short-run  and  long-run — are  basic  to  [our]  jl 
operations.     They  are  principal  management  tools.    Without  them,  management 
would  be  denied  the  means  of  corporation's  future.  With        them,  the  corpora- 
tion believes  it  is  equipped  to  anticipate  events,  seize  opportunities,  guard^ 
against  surprises,  and  control  its  destiny  rather  than  permitting  events  to 

■I 

shunt  it  about.       ...Our  failure  to  anticipate  and  handle  new  technologies 
and  to  anticipate  future  needs  ...  would  be  deadly  for  our  business." 

Beyond  the  recurrence  of  the  theme  that  planning  was  an  essential  manage 
ment  tool  and  that  planning  and  implementation  are  parts  of  a  unity  of  manage  3 
ment  functions,  there  was  considerable  divergence  in  the  types  of  comments 


147 


respondents  made  on  this  set  of  questions.    One  firm  said  that  they  believe 
that  it  is  essentially  impossible  to  predict  future  events.     The  firm's 
philosophy  is  therefore  to  analyze  the  consequences,  explore  the  possible 
impacts  of  alternative  future  environments  on  the  firm's  interests  and  to 
make  resource  allocation  decisions  on  the  basis  of  which  alternative  uses 
have  the  highest  probability  of  survival  within  the  range  of  possible  future 
environments . 

In  quite  a  different  type  of  statement,  one  firm  said  that  in  its 
philosophy  the  planning  process  was  held  to  be  more  important  than  the  product 
of  that  process,  i.e.,  the  plan,  although  the  importance  of  the  plan  document 
was  reaffirmed  by  its  use  as  a  gauge  to  assess  performance  over  the  planning 
period . 

Another  firm  stressed  the  need  to  maintain  a  flexible  approach  to  planning 
and  management  and  that  "planning  should  be  carried  on  for  the  purpose  of 
setting  needed  goals  and  encouraging  action  to  carry  them  out." 

Still  another  firm  said  that  its  approach  to  dealing  with  the  changing 
business  environment  and  the  uncertainties  of  the  future  was  to  maintain  a  con- 
tinual scanning  operation  at  both  the  corporation  and  operating  levels  and  to 
maintain  an  awareness  of  emerging  problems  or  opportunities  that  could  affect 
the  firm's  business  within  each  of  the  countries  in  the  firm's  market. 

Question  Set  No.  2 

How  is  your  enterprise  organized  for  planning?    What  planning  functions 
are  assigned  to  the  central  management  of  the  corporation?    What  planning 
functions  are  assigned  to  the  line  divisions?    How  do  the  "planners"  re- 
late organizationally  to  those  in  the  executive  decision-making  chain? 
To  your  board  of  directors?    How  does  central  planning  relate  to  line 
division  planning? 
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Among  respondents  the  tTplcal  arrangement  of  the  planning  function  is  to 
assign  it  as  a  staff  function  at  the  corporate  level  and  in  the  operating 
divisions.     At  the  corporate  level  its  typical  function  is  to  assist  top 
management  by  identifying  critical  policy  questions,  by  providing  early  warn- 
ings of  changes  in  the  business  environment,  by  helping    to  identify  corporate 
goals  and  objectives,  and  to  coordinate,  stimulate,  encourage,  and  service 
planning  in  the  operating  divisions.    At  the  operating  level  the  planning 
function  was  assigned  to  staff  of  the  managers  of  individual  divisions. 

Varying  degrees  of  decentralization  of  the  planning  function  were  de- 
scribed in  the  respondents'  statements.     One  respondent  said,  "The  planning 
and  control  system  pervades  the  entire .. .organizational  structure.     It  serves 
as  a  primary  communication  link  between  corporate  and  operating  unit  manage- 
ment for  establishing  unit  objectives  and  strategic  direction,  negotiating 
plan  commitments  and  measuring  performance  against  plan.    The  bulk  of  the 
planning  done... is  not  only  decentralized  into  the  several  operating  units, 
but  within  any  given  unit,  planning  is  further  decentralized  to  the  plant  and 
laboratory  levels." 

Question  Set  No.  3 

Within  what  time  frame  does  your  corporation  conduct  its  planning?  One 
year?     Five  years?    Ten  years?    Longer?    Why  was  your  time  frame 
selected?    How  is  long-range  planning  in  your  enterprise  related  to 
operational,  relatively  short-range  planning  and  decision-making?  How 
frequently  is  your  planning  reviewed  and  updated?     Is  plan  revision  con 
ducted  on  a  periodic  basis,  or  is  it  triggered  by  events  or  by  new  in- 
formation? 

The  time  horizons  for  planning  in  the  responding  corporations  varies. 
The  five-year  period,  hov^ever,  was  the  most  common  time  frame  for  long-range 
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planning.     Some  interesting  exceptions  to  this  were  seen  in  one  firm  that 
conducts  "exploratory  planning"  in  a  25-year  time  frame,  "global  product 
strategy  planning"  in  seven-year  time  frame,  capital  planning  for  five-year 
periods,  sales  and  profits  planning  in  three-year  periods.     Each  of  these 
planning  activities  is  revised  quarterly,  or  more  frequently  if  necessary. 
Another  firm  said  that  it  uses  a  5-15  year  period  for  planning  for  "technology, 
plant  and  people  development."    All  firms  emphasized  that  the  planning  time 
horizons  which  they  use  have  been  derived  from  their  experience  over  the  years 
and  are  based  upon  the  nature  of  the  planning  problem  to  be  faced  and  upon  the 
lead  times  inherent  in  the  types  of  activities  that  are  under  consideration. 
I         Most  of  the  corporate  respondents  to  the  Subcommittees'  inquiry  update 
their  plans  annually,  with  more  frequent  reassessments  of  the  long-range  plan 
performed  when  circumstances,  events,  or  new  information  warrant. 

Respondents  typically  reported  that  long-  and  short-term  planning  were 
related  through  interaction  between  the  planning  and  operating  functions  in  the 
management  process  and  by  requiring  that  shorter-term  planning  fit  within  the 
framework  established  by  longer  -  term  plans.     This  means  that  in  principle, 
at  least,  budgeting  is  guided  by  the  plan. 

Question  Set  No.  4 

What  forecasting  methods  do  you  use?    How  would  you  evaluate  their  utility? 
How  successful  have  they  been  in  helping  you  prepare  to  meet  emerging 
aspects  of  the  business  environment? 

Among  the  responding  corporations  the  forecasting  techniques  varied  accord- 
ing to  need.     Some  firms  said  they  use  econometric  forecasting  obtained  on  a 
subscription  basis  from  outside  sources.     Some  firms  used  delphi  techniques 
for  such  things  as  technological  forecasting,  while  others  use  similar 
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"panel-of-expert"  approaches  to  forecasting  sales  and  profits.    One  firm  said 
that  sophisticated  approaches  to  regression  analysis  were  used  to  Improve  Its 
understanding  of  key  variables  that  determine  the  firm's  future  business  en- 
vironment.    Still  others  stressed  the  need  to  maintain  a  scanning  capability 
to  collect  a  wide  variety  of  Information  that  would  indicate  possible  future 
developments  affecting  the  business.     In  general,  however,  responding  corpora' 
tlons  did  not  go  into  detail  in  their  discussion  of  the  forecasting  methods 
they  use  as  part  of  their  planning  proc*iss. 

Question  Set  No.  5 

What  planning  methods  do  you  use?     Contingency  planning?  Best-  and  worst- 
case  scenarios?     Computerized  planning  models  that  can  be  frequently  up- 
dated?   Others?    Please  describe  your  methods  fully.     In  your  judgment, 
which  methods  are  best  suited  for  handling  the  problem  of  uncertainty 
and  the  problem  of  rapid  and  sometimes  surprising  changes  in  the  busi- 
ness environment? 

Respondents  to  the  Subcommittees'  Inquiry  did  not  go  into  methodological 
detail  in  answering  this  question,  but  they  did  provide  enough  Information  on 
their  planning  methods  to  demonstrate  that  most  of  them  use  a  variety  of  plan- 
nlng  techniques  either  because  different  techniques  are  useful  for  different 
purposes  or  because  no  single  technique  is  sufficiently  reliable  to  be  used 
alone  in  reaching  decisions. 

All  responding  corporations  said  that  they  used  contingency  planning 
or  some  form  of  alternate  scenario  approach  in  their  overall  planning.  Com- 
puterized planning  models  are  used  by  most,  but  some  said  that  their  firms 
did  not  consider  such  modeling  efforts  useful  enough  to  make  the  heavy  in- 
vestment required. 
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QUESTION  SET  NO.  6 

What  factors  other  than  economic  factors  do  you  systematically 
consider  as  part  of  your  planning  process?    How  do  you  include 
unquantif iable  considerations  in  your  corporate  strategic  plan- 
ning? 

Respondents  to  this  question  typically  cited  governmental  and  social 
pressures  on  business,  demographic  patterns,  lifestyle  and  social  trends,  law, 
and  technological  evolution  as  some  of  the  non-economic  factors.     Some  of  this 
information  may  be  quantifiable,  but  much  is  not.     Its  use  in  the  planning 
process,  therefore,  depends  in  large  measure  on  the  judgement  of  those  in- 
volved in  the  planning  process.     One  corporation  mentioned  that  it  draws  upon 
the  knowledge  and  judgment  of  outside  experts  in  many  of  these  matters  as  a 
supplement  to  the  judgement  of  the  firm's  own  managers. 

QUESTION  SET  NO.  7 

What  do  you  believe  is  innovative  in  your  approach  to  corporate 
planning?    Which  innovations  have  been  successful?    Which  have  been 
less  than  successful  but  have  presented  valuable  lessons  for  your 
corporate  planning  process? 

Most  of  the  corporate  respondents  tended  to  play  down  any  claim  of  in- 
novation on  their  part.     Some  disclaimed  innovation  entirely.    One  firm,  on 
the  other  hand,  said  that  its  publication  and  distribution  of  corporate  objectives 
was  innovative.     Regarding  lessons  from  unsuccessful  efforts,  one  firm  said 
that  its  experience  demonstrated  that  planning  for  periods  greater  than  5 
years  was  likely  to  be  faulty  because  of  the  difficulty  in  forecasting  and 
assessing  the  future  beyond  a  five-year  period. 
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QUESTION  SET  NO.  8 

In  your  judgment,  what  organizational  and  procedural  aspects  of  your 
enterprise's  approach  to  corporate  planning  might  be  adapted  for 
application  to  the  Federal  Government  ?    What  forecasting  and  plan- 
ning techniques  might  be  adapted  for  use  in  the  Federal  Government? 

Several  of  the  responding  corporations  gave  careful  attention  to  this 

question  and  their  responses  are  worth  summarizing  in  the  form  of  a  list  of 

all  their  recommendations.     The  recommendations  fall  into  five  categories: 

general  principles,  organizing  for  planning,  the  planning  process,  personnel, 

and  methods  and  tools. 


General  Principles 

1.  If  a  planning  agency  were  established  it  "must  avoid  the  temptation 
to  audit  results." 

2.  Planning  in  government  must  be  consistent  with  the  principle  of 
separation  of  powers. 

3.  Beware  of  overmanaging  the  American  socio-economic  system.  Remember 
the  advantages  of  the  competitive  system  and  the  market  place. 

4.  Beware  of  unrealistic  expectations  about  what  planning  can  accomplish, 

5.  Avoid  monopolistic  public  sector  performance  and  provision  of  services 
wherever  there  is  any  practical  alternative. 

Organizing  for  Planning 

1.  A  planning  agency  must  be  staffed  with  experienced  professional  people 
Line  experience  is  invaluable.     "Political  activists  and  recent  systems  gradu- 
ates would  guarantee  failure." 

2.  Redefine  congressional  committee  jurisdiction  to  facilitate  planning 
of  policy,  strategy,  and  operations. 

3.  A  strategic  planning  process  should  not  be  independent  of  the 
Executive  Branch. 

4.  The  Federal  Government  should  be  committed  to  a  decentralized  approach 
to  management  with  a  planning  system  patterned  on  this  concept  of  management. 
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5.  There  should  be  full  involvement  in  the  planning  process  by  govern- 
ment policy  officials  at  all  levels,  with  a  relatively  low  degree  of  planning 
being  done  by  professional  planners. 

6.  Top  managers  must  be  involved  in  strategic  planning.  Accordingly, 
planning  responsibility  must  be  in  the  White  House,  and  it  should  be  con- 
ducted by  a  group  of  officials  that  have  no  other  governmental  responsibility, 

7.  The  Office  of  Management  and  Budget  should  not  have  strategic  planning 
responsibilities  because  "it  is  seldom  effective  to  combine  long-range  plan- 
ning in  the  same  organizational  entity  which  has  responsibility  for  short-term 
decisions . 

8.  Noncareer  public  servants,  supplemented  by  individuals  who  have  no 
other  governmental  responsibilities  should  play  the  key  policy  roles  in 
strategic  policy  planning. 

9.  Planning  by  and  for  individual  agencies  must  be  assessed  within  the 
overall  Federal  context. 


The  Planning  Process 

1.  Develop  clear  and  consistent  objectives  for  each  department  and 
communicate  them  to  all  employees. 

2.  A  mechanism  to  produce  clear-cut  goals  for  the  country  is  needed, 
but  it  would  be  useful  only  if  the  President,  his  cabinet,  and  congressional 
leaders  are  willing  to  make  a  strong  commitment  to  such  an  effort. 

3.  The  planning  process  must  be  a  continuous  effort,  flexible  and  re- 
sponsible. 

4.  Federal  planning  should  be  performed  on  a  continuing  basis,  annually 
updating  and  reassessing  —  not  a  plan  set  in  concrete  for  a  fixed  period  of 
years . 

5.  There  should  be  meaningful  personal  interface  between  the  Federal 
officials  who  would  comprise  a  planning  review  group  in  the  White  House  and 
those  assigned  the  responsibility  for  proposing  operational  plans. 

6.  Federal  strategic  planning  must  be  concentrated  on  a  limited  number 
of  strategic  issues,  each  of  which  has  a  significant  importance  in  the 
American  socio-economic  system.     Limiting  the  range  of  strategic  planning  is 
especially  important  during  the  early  years  of  such  an  effort. 

7.  Keep  the  planning  process  simple  and  practical.    This  is  essential 
to  maintain  the  understanding  and  involvement  of  the  decision-makers. 
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8.    Although  a  written,  strategic  planning  document  is  essential,  it 
is  far  less  important  than  the  benefits  that  accrue  from  the  discipline  of 
the  planning  process  itself.     The  planning  process  should  therefore  be  care- 
fully planned  to  maximize  the  benefits  that  can  be  derived  from  it. 


Personnel 

1.  Use  non-political  economists  to  produce  more  accurate  and  unbiased 
economic  forecasts  and  econometric  models. 

2.  Non-career  public  servants,  supplemented  by  individuals  who  have 
no  other  governmental  responsibilities  should  play  the  key  policy  roles  in 
strategic  policy  planning. 


Methods  and  Tools 

1.  Develop  computerized  planning  models, 

2.  Test  the  use  of  an  inexpensive  interactive  data  base  for  testing 
alternate  scenarios  and  for  quickly  answering  "What-if"  questions. 

3.  Use  "what-if"  planning,  but  use  it  judiciously,  limiting  assumptions 
to  be  tested  to  areas  which  are  truly  significant.     Such  planning  should  be 
no  more  complex  than  is  absolutely  necessary. 

4.  Concern  over  planning  techniques  must  not  divert  effort  away  from 
planning 's  primary  purpose. 

5.  Planning  could  improve  governmental  decision-making  by  analyzing 
information,  selecting  priorities,  and  monitoring  results. 


IMPLICATIONS  OF  CORPORATE  PLANNING  APPROACHES 
FOR  LONG-RANGE  PLANNING  IN  GOVERNMENT 


This  report  has  briefly  discussed  some  of  the  aspects  of  planning  in  the 
private  sector  as  it  is  described  in  current  literature  on  corporate  planning 
and  in  statements  prepared  by  corporate  participants  in  a  recent  congressiona] 
seminar.  It  has  discussed  the  relationship  between  planning  and  action;  it  ha 
presented  a  selection  of  definitions  of  planning;  it  has  set  forth  some  of  the 
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various  types  of  planning  conducted  in  the  private  sector;  it  has  discussed 
organizational  aspects  of  planning;  it  has  presented  some  of  the  principal 
organizational  entities  that  corporations  have  established  for  facilitating 
the  planning  process  within  the  corporate  management  structure;  and  it  has 
discussed  some  of  the  tools  most  widely  used  to  institute  the  corporate  plan- 
ning process,     The  report  has  also  reviewed  the  responses  to  the  corporate 
participants     in  the  congressional  seminar  and  has  summarized  their  recoramenda'- 
tions  regarding  establishment  of  a  long-range  planning  function  in  the  Federal 
Government.     Now,  however,  the  question  must  be  asked,  "So  what?"    What  does 
this  information  imply  with  regard  to  planning  in  the  Federal  Government? 
What  lessons  are  there  to  be  learned  from  the  experience  of  the  private  sector 

Before  looking  for  possible  lessons  there  are  two  questions  that  must  be 
asked.     First,  we  must  ask  whether  the  corporation  is  sufficiently  similar  to 
government  in  terms  of  its  organizational  structure,  its  operating  environ- 
ment, its  purposes,  and  its  accountability  for  there  to  be  any  transference 
from  the  one  to  the  other.     Clearly,  the  Federal  Government  is  not  driven 
by  the  profit  motive;  it  is  not  dominated  by  the  bottom  line.     Its  motivations 
and  purposes,  which  in  principle  reflect  those  of  the  pluralistic  society  it 
is  meant  to  serve,  are  multiple,  often  conflicting,  and  usually  imprecisely 
stated,  if  they  are  stated  at  all . 36/ 

Such  differences  are  not  Insignificant,  but  they  are  sometimes  over- 
emphasized.    The  large  corporation  does  face  a  pluralistic  situation.  There 

36/    The  goal  of  reaching  the  moon  by  1970  was  the  rarest  of  governmental 
objectives.     It  was  a  precise  and  unambiguous  objective,  a  simple  standard 
against  which  to  measure  success  or  failure. 
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are  the  stockholders,  the  employees  as  individuals,  organized  labor,  the  |  led 

middle  managers,  the  top  managers,  the  individual  divisions  of  the  company,  ,sc 

consumers,  and  the  government  among  those  whose  purposes  and  objectives  affect  Ht" 

corporate  decisions.     Although  the  corporation  is  quite  different  from  govem-  'iiP' 

ment,  the  pluralistic  situation  in  both  government  and  the  corporation  means  fm 

decisions  and  actions  in  both  situations  must  be  undertaken  in  an  environment  uxb 

complexity.      It  is  complexity  itself  that  is  the  common  factor.  .d 

It  is  often  said  that  top  management  of  a  large  corporation  plays  a  rela- . 

tively  dictatorial  role  in  setting  purposes  and  commanding  action  down  the  linijJii 

to  achieve  those  purposes.    Most  top  managers  would  probably  be  inclined  to  ijoii 

disagree  with  such  a  simplistic  view.    A  large  corporation  has  its  factions, 

its  interest  blocks,  its  bureaucratic  institutions  as  does  government.    The      j  pi 

problem  of  motivating  personnel  down  the  line  is  not  solved  merely  by  edict,  iiia 

The  firm's  purposes  are  not  set  forth  without  consultation  and  conflict  within  pi 

the  firm.     On  the  other  hand,  the  corporation  is  not  a  democratic  organization,  tl 

nor  is  it  organized  according  to  a  Constitution  that  requires  a  separation  of  11 

powers  with  its  system  of  checks  and  balances.  « 

One  of  the  principal  differences  between  the  corporation  and  the  govern-  i 
that 

ment  is /the  continuity  of  top  management  of  the  Executive  Branch  is  subject  1 
to  change  every  four  years.    Below  the  level  of  President,  top  managers  may  t 
and  often  do  change  more  frequently.     Important  policy  and  management  deci-    ^  t 
sions  may  therefore  be  made  by  individuals  who  have  not  been  in  the  governmen-  j 
tal  system  long  enough  to  understand  the  areas  of  possible  overlap  and  conflict 
in  policy  and  program.      It  also  results  in  many  important  policy  and  program- 
atic  decisions  being  made  within  individual  bureaucracies  by  career  civil  , 
servants  at  levels  where  the  decision-maker  is  insulated  and  isolated  from 
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iecision-makers  in  other  bureaucracies  where  potentially  related  decisions 
ire  also  being  made.    The  private  corporation  can  draw  its  top  management 
from  among  those  who  have  a  number  of  years  of  both  operating  and  corporate 
experience  under  their  belts  and  who  therefore  provide  continuity  to  the  top 
nanagement  of  the  firm.     Some  would  argue,  however,  that  continuity  of  manage- 
nent  in  the  private  sector  is  easy  to  overstate.    Promotions  and  other  forms 
Df  mobility  in  the  private  sector  have  a  significant  impact.  37/ 

Finally,  what  is  transferable  from  the  private  sector  is  related  most 
directly  to  the  Executive  Branch  rather  than  to  Congress  because  the  corporate 
jrganization  is  executive  by  its  very  nature. 

The  second  basic  question  we  must  ask  deals  with  the  success  of  corporate 
planning.     Has  corporate  planning  really  been  worth  the  effort?    This  report 
las  been  based  almost  entirely  upon  the  writings  and  comments  of  corporate 
5lanners  themselves.     They  are  not  without  their  pro-planning  biases,  and 
:hey  should  be  expected  to  support  the  planning  idea  in  business.     There  is 
Little,  hard  objective  evidence,  however,  that  demonstrates  conclusively  that 
;orporate  planning  has  had  a  positive  pay-off.     Neither  is  there  sufficient 
lard  evidence  to  demonstrate  that  business  planning  has  been  a  failure.  What 
Ls  noticeable  is  an  emerging  body  of  critical  literature  that  is  beginning 
:o  provide  a  balance  to  the  pro-planning  literature,  and  this  emerging  litera- 
:ure  suggests  that  the  benefits  of  corporate  planning  may  have  been  over- 
stated.   For  example,  Louis  Gerstner  notes  that  "the  most  fundamental  weakness 
)f  most  corporate  plans  today  is  that  they  do  not  lead  to  the  major  decisions 


VV  Gerstner,  Louis  V.,  Jr.  Can  Strategic  Planning  Pay  Off?  Business  Horizons, 
December  1972.    p.  9. 
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that  must  be  made  currently  to  ensure  the  success  of  the  enterprise  in  the 
future . "38/    Murray  Weidenbaum  writes  —  ^ 

In  a  study  of  thirteen  large,  technically  oriented  manufacturing  i 

companies,  the  author  and  his  colleagues  reported  that  most  of 

the  output  of  long-range  planning  groups  was  found  to  be  more  in 

the  nature  of  scheduling  current  programs  with  long  lead  times,  j 

rather  than  in  the  development  of  long-range  business  plans. 39/ 

Weidenbaum  suggests  that  the  survival  of  planning  staff  units  in  corporations 
may  be  explained  as  much  by  the  collateral  functions  they  perform  as  by  theii 
long  range  strategic  planning. 40/ 

It  is  not  possible  at  this  time  to  judge  whether  the  weight  of  the  argu- 
ment supports  the  pro-planners  or  the  anti-planners.     The  point  that  can  be 
made,  however,  is  that  one  might  be  well  advised  not  to  jump  to  the  con- 
clusion that  business  planning  has  lived  up  to  all  expectations. 

With  these  points  of  comparison  and  caution  in  mind,  it  does  appear 
possible  to  summarize  the  following  points  of  general  guidance  from  private 
sector  planners: 

1.      The  Linkage  between  Planning  and  Doing 

The  first  and  perhaps  the  most  obvious  lesson  that  a  planning  practition 
in  the  private  sector  would  want  to  teach  the  Federal  Government  is  to  make 
sure  that  governmental  planning  is  directly  related  to  governmental  policy- 


38/    Ibid. ,  p.  7, 

29j    Wiedenbavim,  Murray  L.    The  Contrast  between  Government  Planning  and 
Business  Planning:    Market  Orientation  versus  Centralized  Control.  Washingt 
University.     Center  for  the  Study  of  American  Business.    Working  Paper  Numbe 
St.  Louis,  February  1976.     p,  14. 


40/    Ibid. ,  p.  5. 


159 


making  and  management  activity.    Planning  should  not  be  seen  as  something  done 
outside  of  management,  but  as  an  Integral  part  of  the  overall  governmental 
management  process.     The  experience  of  the  private  sector,  the  comments  of 
participants  in  the  congressional  seminar  on  corporate  planning,  and  the  litera- 
ture all  emphasize  that  separating  the  planning  function  from  the  doing  func- 
tion leads  to  meaningless  planning  exercises. 

2.      Placement  of  the  Planning  Function 

In  organizational  terms,  the  need  to  link  planning  and  doing  suggests 
that  a  planning  capacity  should  be  created  to  support  executive  decision-making 
at  the  highest  level  in  the  Federal  Government  and  in  the  top  management  of 
each  executive  agency.     Support  for  planning  might  come  from  staff  units  that 
report  to  the  decision-makers  at  each  of  these  levels,  but  the  private  sector 
experience  suggests  that  it  is  the  decision-makers  themselves^ — the  managers  of 
the  Executive  Branch  and  its  agencies — ^who  should  be  the  real  planners.     It  is 
they  who  must  sense  the  relationship  between  short-term  decisions  and  longer- 
term  policies.     It  is  they  who  must  see  the  linkages  among  policies  and  actions 
of  individual  Executive  agencies.     It  is  they,  after  all,  who  must  make  the 
decisions.    Donald  Conover,  corporate  planner, for  Western  Electric,  summed  up 
this  point  of  view,  so  dominant  in  the  private  sector,  by  saying:     "The  real 
planners  are  the  managers  who  make  the  final  decisions,  and  what  we  call  plan- 
ning is  the  support  service  intended  to  help  make  those  decisions  better . "41/ 
A  planning  institution  outside  the  Executive  Branch  decision-making  processes 
would  be  inconsistent  with  the  logic  of  this  argument. 

41/    Conover,  Donald.    Remarks  during  congressional  seminar  on  corporate 
planning.  Library  of  Congress,  December  1975.     Chester  Cooper,  who  also  parti- 
cipated in  the  congressional  seminar  made  an  analogous  point  with  regard  to 
policy  analysis.     He  said  that  if  policy  analysis  was  to  be  truly  assimilated 
and  used  by  public  decision-makers,  the  decision-makers  should  be  policy  analyst 
and  the  policy  analysts,  decision-makers. 
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This  is  the  classic  argument  presented  in  the  corporate  planning 
literature  and  by  practitioners  of  corporate  planning,  but  it  could  be  argued 
on  the  other  hand — and  indeed  it  was  so  argued  during  the  congressional  semina 
on  corporate  planning — that  the  lack  of  continuity  at  high  levels  in  the  Ex- 
ecutive   Branch  and  its  agencies  which  is  built  into  the  national  election 
cycles  hinders  long-term  planning,  and  that  what  is  needed  is  an  independent 
institutional  entity  that  is  not  so  sensitive  to  the  election  cycle  and  the 
comings  and  goings  of  top  government  managers  to  provide  long-range  planning 
support  services  to  the  Executive  Branch.     This  argument  also  included  support 
for  some  sort  of  similar  planning  support  service  to  the  Congress. 

In  spite  of  the  argument,  which  corporate  planners  participating  in  the 
seminar  agreed  reflected  a  serious  problem,  the  participating  planners  did  not 
waver  in  their  judgment  that  an  independent  planning  institution  would  be 
ignored  by  the  top  management  of  the  Executive  Branch  and  would  be  a  mistake. 

3.      Commitment  to  Planning  by  Top  Management 

Another  point  stressed  repeatedly  in  the  corporate  planning  literature 
and  by  participants  in'  the  seminar  was  the  need  for  a  clear  commitment  to  long- 
range  planning  on  the  part  of  top  organizational  management  if  planning  is  to 
be  effectively  instituted.     This  would  appear  to  be  directly  applicable  to  the 
Federal  Government.     Unless  the  President  is  committed  to  long-term  planning, 
strategic  assessment,  and  policy  coordination,  one  could  argue  that  it  is 
improbable  that  long-term  planning  would  happen.     If  the  heads  of  individual 
executive  agencies  are  not  committed  to  long-term  planning  for  their  agencies, 
it  is  also  improbable  that  the  individual  agency  would  adopt  a  long-term  plan- 
ning perspective.    History  tends  to  support  this  argument.    Otis  Graham's  recen 
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history  of  the  planning  idea  in  the  Federal  Government  since  the  1930 's  docu- 
inents  the  decline  of  the  planning  idea  when  Presidents  were  not  interested  or 
when  Presidents  who  were  interested  in  longer-range  planning  and  policy 
coordination  were  distracted  by  events, 

4.  Continuity 

It  is  often  said  that  the  lack  of  continuity  in  the  top  management  of 
the  Federal  Government  and  its  agencies  is  a  major  hinderance  to  long-term 
planning.     The  private  sector  experience  does  not  speak  to  this  problem  except 
perhaps  by  contrast,  as  noted  early  in  this  report.    Whether  this  problem  can 
be  overcome  by  clever  organizational  arrangements  is  not  entirely  clear.  It 
could  be  argued  that  discontinuities  in  the  top  management  are  not  as  important 
as  the  continuing  commitment  to  the  planning  idea  on  the  part  of  those  who 
successively  pass  through  top  management  positions  in  the  government  and  that 
no  amount  of  organizational  shuffling  will  make  much  difference  without  such 
a  commitment  by  those  in    positions  of  top  leadership,  whoever  they  be. 

5 .  Planning  Services  to  Decision-Makers 

The  types  of  services  that  corporate  planning  units  provide  to  corporate 
and  operations  management  in  the  private  sector  are  analogous  to  the  types  of 
services  that  a  governmental  planning  vinit  could  provide  to  the  governmental 
decision-makers  to  whom  it  reports.     These  services  could  include  such  things 
as  foresight  based  on  forecasting  and  on  scanning  of  the  environment  for  signs 
of  future  problems  or  opportunities,  identification  and  clarification  of 
issues  that  need  to  be  addressed  by  the  decision-makers,  drafting  of  alter- 
native objectives  for  governmental  policy  and  action,  review  and  analysis  of 
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alternative  policies  and  programs  intended  to  achieve  objectives,  including 
assessment  of  the  future  impact  of  alternative  policies  and  programs  in  terms 
of  the  distribution  of  economic  and  social  costs  and  benefits.     In  short,  its 
professional  service  to  decision-^makers  would  consist  of  ensuring  that  the 
decision-makers  have  the  inputs  they  require  in  order  to  make  rational  decision; 
in  the  face  of  a  rapidly  changing  environment,  that  important  matters  were  not 
overlooked  because  of  pressures  of  the  moment,  and  that  the  decision-makers 
fully  understood  the  future  results  of  today's  decisions  on  policy  and  program 
matters . 

1 

) 
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Appendix  I.  Forms  of  Corporate  Planning. 

Some  Alternate  Approaches  to  Classification 
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Appendix  I. 
FOEMS  OF  CORPORATE  PLANNING 
Some  Alternate  Approaches  to  Classification 


4 


Different  scholars  and  different  organization  categorize  the  various 
forms  of  planning  in  varying  ways,  as  the  body  of  this  report  points  out. 
Although  it  is  generally  satisfactory  to  distinguish  among  strategic, 
operational  and  project  planning  to  understand  the  range  of  planning  activities 
undertaken  by  the  private  sector,  other  taxonomies  or  classification  schemes 
provide  additional  illustration  of  the  variety.    This  appendix  sets  forth 
some  of  these  alternate  ways  to  classify  types  of  corporate  planning. 
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Normative  and  Descriptive  Planning 

Planning  that  alms  at  carrying  out  the  directive  of  higher  authority  Is 
said  to  be  "normative."    Such  a  directive  Is  typically  a  statement  of  some 
future  condition  or  end  result  that  Is  desired  by  top  management.     In  other 
words,  such  a  directive  Is  a  statement  of  the  way  things  should  be  at  some 
future  time.    Normative  planning  Is  the  design  of  courses  of  action  to  achieve 
that  future  status. 

Descriptive  planning  is  conditional.     It  is  initiated  by  the  question, 
"What  if...?"    It  is  aimed  at  development  of  alternative  courses  of  action 
the  firm  should  consider  taking  in  the  event  that  the  stated  conditions  pre- 
vail.    Descriptive  planning  is  often  exploratory,  tentative  and  focused  on  con- 
tingencies the  firm  should  prepare  for. 

Strategic  and  Operational  Planning 

According  to  a  study  by  the  Conference  Board,  the  most  frequently  drawn 
distinction  between  forms  of  planning  is  between  strategic  and  operational 
planning. 

STKATEGIC  PLANNING:     In  the  Conference  Board  formulation,  strategic  plan- 
ning has  a  relatively  long  time  horizon,  and  it  is  addressed  to  questions 
of  fundamental  company  policy  and  on  the  directions  the  company  should  take. 
A  typical  subject  for  strategic  planning  is  the  formulation  of  company  policy 
on  how  much  emphasis  to  give  to  new  products  and  markets  relative  to  existing 
products  and  markets .42/ 


42/    Egerton,  Henry  C.    James  K.  Brown.    Planning  and  the  Chief  Executive. 
Conference  Board  Report  No.  571.    New  York,  The  Conference  Board,  Inc.,  1972. 
p.  3. 
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OPERATIONAL  PLANNING:      Operational  planning  covers  a  relative  short 
period  of  time — one  year  is  the  usxial  time  period — and  it  is  focused  on  action 
programs  aimed  at  achieving  particular  goals  during  the  time  period.  It 
specifies  the  resources  and  actions  that  are  required  to  achieve  the  stated 
goals.     According  to  the  Conference  Board  report,  operational  planning  tends 
to  be  more  formal  and  more  detailed  than  strategic  planning;  and  there  is 
supposed  to  be  a  close  fit  between  operating  plans  and  actual  performance  of  ■ 
the  corporation's  operating  division  using  the  plan,  while  strategic  planning! 
is  more  general  and  tentative.  M 

Strategic,  Short-Term,  and  Project  Planning  ■ 
Some  of  the  corporate  respondents  participating  in  the  Conference  Board  * 
study  of  planning  and  the  chief  executive  use    a  different  taxonomy  to  describe 
their  planning  activities.     The  most  common  taxonomy  after  the  strategic- 
operational  formula  is  a  tripartite  taxonomy  that  includes  strategic  planning, 
short-term  planning,  and  project  planning.  ^ 

STRATEGIC  PLANNING.     Some  firms  focus  their  strategic  planning  in  major 
geographic  divisions  of  the  world,  first  on  continents  and  then  on  countries 
where  development  of  the  firm's  interest  is  being  considered,  with  special  ^ 
attention  to  the  political  and  investment  environments.     This  strategic  plan-, 
ning  forms  the  framework  within  which  short-term  and  project  planning  take 
place . 

SHORT-TERM  PLANNING.     Short-term  planning  covers  a  period  of  from  one 
to  three  years  and  serves  to  control  operations  and  as  authority  for  invest- 
ment in  the  firm's  projects. 
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PROJECT  PLANNING.     Project  planning  covers  the  development  of  individual 
activities — mines  are  typical  examples  of  such  activities-- f rom  the  Initiation 
of  the  effort  to  the  moment  when  the  activity  is  in  full-scale  production. 

Strategic,  Operating,  and  Project  Planning 

D.E.  Hussey,  planning  manager  for  Otis  Elevator  Co.,  Ltd., London,  and 
prolific  writer  on  corporate  planning  practice,  suggests  a  similar  taxonomy : 43/ 

STRATEGIC  PLANNING.     The  strategic  plan  sets  forth  the  company ^s  objectives 
and  the  means  or  strategies  by  which  the  company  intends  to  reach  those  objec- 
tives . 

OPERATING  PLANNING:     An  operating  plan  is  the  plan  of  an  established, 
functioning  part  of  the  company — one  of  its  divisions  or  subsidiaries. 

PROJECT  PLANNING:     A  project  plan  covers  a  specific,  particular  operation, 
be  it  a  capital  investment  operation  or  a  marketing  operation. 

Hussey  further  elaborates  this  scheme  by  identifying  specific  planning 
efforts  with  the  strategic  management  of  the  firm  and  the  operating  management. 
On  the  strategic  side  there  are  divestment  plans,  diversification  plans  and 
acquisition  plans  that  focus  on  new  products  for  new  and  existing  markets. 
Overall  corporate  improvement  plans  and  research  and  development  plans  also 
can  be  part  of  the  firm's  strategic  management.     On  the  operating  management 
side  there  are  marketing  plans,  facilities  plans  and  production  plans  aimed 
at  existing  products  for  existing  markets  and  at  new  markets  for  existing 
products.     Improvement  plans  and  research  and  development  plans  are  also  di- 
rected to  questions  of  operational  management. 


43/  Hussey,  David  E.  Introducing  Corporate  Planning.  Oxford,  Pergamon  Press, 
1971,  p.  13. 
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ANNUAL  OPERATING  PLANNING.  Within  this  scheme  of  classification,  annual 
operating  planning  is  substantially  the  same  as  operational  planning  describee 
earlier.  It  amounts  to  a  relatively  detailed  plan  to  achieve  the  desired 
results  over  the  subsequent  one-ryear  period. 


Policy,  Strategic  and  Operations  Planning 

This  categorization  of  the  types  or  levels  of  planning  is  in  some  respect 
similar  to  the  preceding  taxonomy.     The  term  policy  planning  is  quite  similar 
to  what  was  called  conceptual  planning.  | 

POLICY  PLANNING.     Policy  planning  is  addressed  to  the  basic  purposes 
of  the  organization  and  to  establishing  the  internal  framework  or  environment 
for  the  organization's  operations.     It  is  general,  long-term,  judgmental,  and 
company-wide ,  | 

STRATEGIC  PLANNING.     In  this  taxonomy,  strategic  planning  deals  with 
changes  in  corporate  direction  and  with  reallocation  of  resources  to  respond 
to  important  changes  in  the  operating  environment.    Matters  dealt  with  by 
strategic  planning  are  largely,  but  not  always,  external  to  the  organization, 
e.g.,  shifts  in  the  economy,  in  the  availability  or  price  of  factor  inputs, 
long-term  changes  in  market  demand,  technological  breakthroughs,  and  therefore 
may  or  may  not  fall  within  the  framework  of  established  organizational  policy. 
One  corporate  planner  has  called  strategic  planning  in  this  taxonomy  "a  more 
sophisticated  alternative  to  the  quality  of  management  once  known  as  'vision. '4 


AA/  Conover,  Donald.  Comment  during  the  Congressional  Seminar  on  Corporate 
Planning.     Library  of  Congress.     December  1975. 
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Strategic,  Development  and  Operating  Planning 

Some  of  the  respondents  In  the  Conference  Board  study  use  still  another 
taxonomy  for  classifying  their  planning  operations.     This  classification 
system  Includes  strategic  planning,  development  planning,  and  operational 
planning . 

STRATEGIC  PLANNING.     Strategic  planning,  as  in  previous  classification 
schemes,  is  aimed  at  establishing  the  firm's  purposes,  its  desired  ends,  its 
business  methods  and  the  types  of  activities  it  will  be  involved  in. 

DEVELOPMENT  PLANNING.     Development  planning  is  aimed  at  designing  and 
evaluating  the  firm's  alternatives  for  making  changes  and  for  pursuing  the  ends 
set  forth  by  the  strategic  planning  process.     It  combines  both  normative  and 
descriptive  planning  activities. 

OPERATING  PLANNING.  In  this  classification  system,  operational  planning 
is  aimed  at  establishing  the  organizational  structure  of  the  firm  and  at  al- 
locating the  firm's  capital  among  major  uses.     The  development  of  divisional 
and  departmental  plans  for  such  matters  as  engineering,  production,  sales, 
marketing,  capital  and  profits  falls  in  this  category  of  planning. 

Conceptual,  Strategic,  and  Annual  Operating  Planning 

CONCEPTUAL  PLANNING.     Some  firms  use  the  term  "conceptual  planning"  to 
indicate  planning  aimed  at  determining  the  corporate  mission,  the  businesses 
the  corporation  should  be  involved  in,  and  overall  corporate  objectives  and 
goals , 

STRATEGIC  PLANNING.    When  the  "conceptual  planning"  designation  is  used, 
the  term  "strategic  planning"  often  refers  to  planning  of  the  changes  and 
modifications  that  are  required  in  order  to  achieve  the  purposes  and  ends  set 
forth  in  the  corporation's  conceptual  planning. 


70-315  O  -  76  -  12 
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OPERATIONAL  PLANNING.     Operational  planning  in  this  taxonomy  is  basicai: 


the  same  as  operational  planning  in  other  taxonomies  presented  in  this  appendij, 
It  consists  of  setting  operating  goals,  specifying  actions,  and  allocating  re- 
sources to  achieve  established  organizational  objectives. 
Relationships  among  Levels  of  Planning 

In  each  of  these  tripartite  classification  systems  for  planning  within 
the  corporation,  the  relationship  among  the  elements  is  hierarchical.    That  is, 
strategic  planning  establishes  the  framework  for  short-term  planning;  and  short- 
term  planning  sets  the  framework  for  project  planning. 
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Appendix  II.  Written  Statements  Submitted  to  the  Subcommittee  by 
Corporate  Participants  in  the  Congressional  Seminar 
on  Corporate  Planning 
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American  Telephone  and  Telegraph  Company 

2000  L  Street.  Northwest 
Washington,  D.  C.  20036 

PETER  D   COOUILLETTE  202  •466-45IO 


December  5,  1975 


Mr.  James  W.  Spensley 
Counsel 

Committee  on  Merchant  Marine  and 
Fisheries 

Room  1334,  Longworth  House  Office  Building 
Washington,  D.  C,  20515 

Dear  Mr.  Spensley: 

Attached,  per  the  request  of  Chairman  Brown  of  the  Subcommittee 
on  Fisheries  and  Wildlife  Conservation  and  the  Environment,  is  a  written 
report  from  the  Western  Electric  Company  on  Long  Range  Planning.    I  have 
taken  the  liberty  of  delivering  a  copy  of  this  same  report  to  Mr.  Frank  Hamirj 
Counsel  to  the  House  Science  and  Technology  Subcommittee  on  the  Environmej 
and  the  Atmosphere. 


If  you  should  have  any  further  questions  feel  free  to  call  me  on 
466-4510  here  in  Washington  or  the  author  of  the  report  Mr.  Donald  Conovir 
who  may  be  reached  at  Western  Electric  Headquarters  in  New  York  on  212- 
571-6142. 


Attachment 

copy  to  Frank  Hammill 
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PLANNING  AT  WESTERN  ELECTRIC 


A  special  report  prepared  for 
Congressional  Subcommittees 
on  Fisheries  and  Wildlife 
Conservation,  and  Environment 
and  the  Atmosphere. 

Western  Electric  Co.  Inc. 
December  3,  1975 
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INTRODUCTION 

Planning  can  be  approached  either  as  a  collection  of 
techniques  or  as  a  process.     The  techniques  are  the 
nuts  and  bolts,  methodologies  for  dealing  with  specific 
planning  within  the  management  of  an  organization. 

Since  it  is  not  practical  to  attempt  covering  all  aspects 
of  planning  in  a  brief  report,   the  emphasis  will  be  on 
process.     Planning  will  be  represented  as  a  function 
which  supports  a  forward-looking  decision-making  process 
in  which  a  wider  range  of  inform.ation  is  marshalled, 
alternatives  explored,  and  action-oriented  decisions 
reached.     In  this  context,  what  is  commonly  thought  of 
as  planning  usually  emphasizes  the  support  functions  of 
a  planning  staff.     That  is  the  professional  part  of  the 
process,  but  by  itself  it  is  not  planning.     The  real 
planners  are  the  managers  who  make  the  final  decisions, 
and  what  v^e  call  planning  is  the  support  sei-vice  intended 
to  help  make  those  decisions  better. 

The  current  intensification  of  interest  in  planning 
represents  a  desire  to  clarify  direction  and  coordinate  the 
use  of  resources  in  complex  situations.     Accelerating  change, 
uncertainties  in  the  economy,  and  conflicting  ideas  about 
such  basic  values  as  growth,  conservation,  and  life  style 
have  had  a  double-barreled  effect  on  traditional  institutions. 
Simplistic  organizational  objectives  are  inadequate  to  meet 
the  demands  of  today's  complexities,  and  goals  for  the  future 
continue  to  blur  the  boundaries  between  individual  institu- 
tions and  the  society  as  a  whole. 

As  a  process  to  deal  with  so  much  uncertainty,  it  must  be 
said  that  the  promise  of  planning  is  running  far  ahead  of 
its  ability  to  solve  the  many  problems  presented.     There  is 
some  fear  that  an  overly  deterministic  approach  to  planning 
could  stifle  creative  responses  to  unforeseen  events.  The 
one  certain  observation  to  be  made  is  that  planning  is  not 
a  panacea  to  be  imposed  in  place  of  traditional  strengths 
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of  the  democratic  process  or  of  free  enterprise.  What 
planning  can  do  is  provide  more  future-oriented  information 
and  more  orderly  processes  in  support  of  traditional 
decision-making  responsibilities.     In  these  terms,  planning 
can  be  seen  as  an  important  part  of  the  race  to  advance 
social  skills  in  tune  with  the  pace  of  scientific  and 
technological  development. 

The  apprehension  which  exists  about  planning  stems  from 
the  im.plied  structuring  of  decisions  potentially  spanning 
the  gap  between  policy  and  action.     Viewed  in  a  vacuum,  it 
might  be  concluded  that  planning  would  so  closely  knit 
large  scale  objectives  with  small  scale  actions  that  a 
lock-step  society  v/culd  eventually  result.     Happily,  the 
developm.ent  of  planning  is  not  taking  place  in  such  a 
vacuum. 

Instead, • planning  is  developing  along  several  fronts, 
loosely  connected  and  substantially  moderated  by  traditional 
checks  and  balances.     In  large,  complex  organizational 
settings  different  types  of  planning  are  being  developed 
to  support,  not  take  over,   the  traditional  responsibilicies 
of  leadership,  administration,  and  control. 

PLANNING  AT  WESTERN  ELECTRIC 

In  discussing  the  planning  scene  at  Western  Electric,  the 
emphasis  will  be  on  patterns  of  planning  which  help  the 
company  meet  a  balanced  set  of  objectives.     The  aim  is  to 
describe  an  overall  viewpoint  about  planning  which  may  be 
helpful  in  considering  the  planning  needs  in  Government. 
This  report  will  not  attem.pt  to  describe  particular  planning 
techniques  since  these  are  readily  available  in  text  books 
and  other  public  documents. 

To  understand  Western  Electric' s  planning  process,  it  is 
necessary  to  distinguish  among  policy  planning,  strategic 
planning,  and  operational  planning.     As  will  be  seen,  these 
are  not  precise  definitions.     Rather,  they  refer  to 
different  levels  of  generality  for  which  different  procedural 
approaches  are  appropriate.     For  example,  operational 
planning  has  always  required  continuous  monitoring  while 
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policy  and  strategy  could  be  dealt  with  as  conditions 
changed.     As  more  changes  in  the  environment  have 
occurred  more  frequently,  all  planning  has  been  shifting 
from  an  "as  needed"  function  to  an  ongoing  process  within 
the  framework  of  management  decision-making. 

Each  type  of  planning  presents  unique  problems  calling 
for  specialized  handling.     Integration  of  planning 
decisions  is  necessary,  but  that  occurs  within  the  framework 
of  existing  management  structure  with  the  result  that 
planning  and  the  overall  management  process  appear  as  one. 

POLICY  PLANNING 

Policy  planning  deals  with  the  basic  purpose  of  the 
organization  and  with  the  guidelines  which  establish  the 
internal  environment  for  operations.     By  its  nature, 
policy  is  general  in  its  direction  and  tends  to  reach 
across  a  long  time  span.     In  Western  Electric,   the  basic 
purpose  of  the  organization  is  determined  by  the  Comipany's 
place  in  the  Bell  System- -manufacturing  and  supply  unit. 
Within  this  framework,   top  management  actively  participates 
in  establishing  policy. 

The  formal  structure  for  policy  planning  consists  of  a 
hierarchy  of  interdisciplinary  committees  representing 
different  functional  organizations.     For  example,  a 
General  Personnel  Committee  (GPC)  is  responsible  for 
regular  reviev;  of  the  Com.pany's  management  of  people. 
The  Personnel  Organization  provides  analysis  of  trends 
and  reports  on  the  effectiveness  of  various  programs. 
Line  organizations  periodically  call  attention  to  prob- 
lems and  opportunities  affecting  the  Company's  personnel 
relations.     When  a  new  program  is  suggested,   the  GPC  acts 
as  a  clearing  house  to  evaluate  the  likely  impact  on  all 
of  the  organizations  which  could  be  affected.     Usually  a 
program,  will  undergo  a  certain  amount  of  modification 
before  it  is  approved.     Once  approved,  in  addition  to 
formal  announcements,   the  Comrr.ittee  m.embers  becom.e  re- 
sponsible for  communicating  the  decision  back  V7ithin 
their  ov;n  organizations. 
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Implicit  in  the  above  is  the  fact  that  policy  decisions 
are  judgmental  and  often  depend  on  touching  base  with  a 
broad  cross  section  of  the  organization  before  reaching 
a  decision.     Although  it  is  not  expected  that  this  basic 
approach  to  policy  planning  will  change,  there  are  meth- 
odological improvements  being  developed. 

For  example,  1974  was  the  fiftieth  anniversary  of  the 
Company's  formal  policy  document  describing  the  guide- 
lines for  supervisory  relations  with  employees.  A 
fundamental  review  of  the  policy  was  initiated  to  deter- 
mine if  any  changes  were  in  order.     To  collect  ideas  and 
focus  on  priorities,  the  Delphi  Process  was  used  to  solicit 
comment  from  three  different  groups--the  Company's  Personnel 
managers,  a  group  of  personnel  executives  in  other  companies, 
and  a  group  of  college  professors  specializing  in  personnel 
management.     The  findings  from  this  study  were  reviev:ed  with 
a  group  of  first- level  supervisors  and  with  a  group  of  non- 
super\^isory  employees  before  the  General  Personnel  Committee 
decided  what  changes  to  make. 

The  example  is  significant  for  two  reasons.     First,  it 
demonstrated  that  a  planning  technique  could  help  in  the 
collection  and  analysis  of  judgments,  thus  saving  time 
and  money.     Second,  it  provided  an  effective  means  for 
tapping  a  wider  segment  of  experience,  inside  and  outside 
the  Company,  hopefully  leading  to  better  decisions. 

Other  planning  techniques  also  have  the  potential  for 
aiding  in  policy  planning.     Cross  Impact  Analysis  and 
scenario  building  should  be  helpful  in  providing  manage- 
ment with  a  better  understanding  of  the  changing  environ- 
ment.    The  important  distinction  is  that  the  techniques 
are  aimed  at  a  better  understanding  of  the  environment. 
They  do  not  produce  policy;  that  is  still  an  area  of 
individual  or  group  judgment. 
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OPERATIONAL  PLANNING 

Operational  planning  involves  planning  the  goals  and  use 
of  resources  to  achieve  established  company  objectives. 
In  general,   the  existing  functional  organizations  of  a 
company  are  responsible  for  most  of  the  operating  plans. 
Time  horizons  vary  depending  on  practical  limitation. 
Corporate  coordination  is  achieved  by  consolidating 
divisional  plans  and  making  adjustm:ents  as  required 
to  assure  that  the  sum  of  the  parts  equal  a  satisfactory 
whole. 

In  Western  Electric  the  operational  goals  aim  at  manu- 
facturing and  service  objectives  to  support  the  needs 
of  the  Bell  System  for  products  and  service.  Manufac- 
turing is  organized  by  product  lines,  and  service  is 
organized  to  correspond  with  the  areas  served  by  the 
associated  Bell  Telephone  Companies.     In  addition, 
various  staff  divisions  provide  administrative  support 
to  the  Company's  operations. 

Operational  plans  are  developed  to  use  divisional  re- 
sources most  effectively  to  realize  company  objectives. 
These  involve  both  routine  and  special  functional  plans. 
For  example,   the  Engineering  Division  annually  plans 
how  much  manufacturing  capacity  will  be  required  to  meet 
sales  forecasts  in  each  product  line.     This  takes  into 
account  a  wide  range  of  variables  such  as  the  use  of 
extra  shifts  or  overtime,  and  estimated  increases  in 
productivity. 

The  most  obvious  example  of  a  more  specialized  operating 
plan  is  the  introduction  of  a  new  product.     Here  the 
basic  approach  involves  coordinating  the  efforts  of  many 
different  groups  and  usually  takes  the  form  of  a  special 
project.     Tri-Company  representation  (AT&T,  W.E.,  and 
B.T.L.)  is  provided  by  means  of  a  committee  representing 
customer,  supplier,  and  designer.     Within  Western  Electric, 
different  interested  organizations  become  involved,  each 
to  plan  its  role  to  introduce  the  product  successfully  in 
coordination  with  actions  being  taken  elsewhere  in  the 
Company. 
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The  important  distinction  between  policy  planning  and 
operational  planning  is  that  policy  describes  purpose  and 
environment,  whereas  operations  involve  goals  and  actions. 

However,  there  are  some  useful  generalizations  to  be  made 
relating  to  trends  tov7ard  a  common  data  base  for  plannning, 
more  sophisticated  forecasting  techniques,  the  use  of 
decision  theory,   the  analysis  of  variables  and  more  atten- 
tion to  overall  coordination.     The  capability  to  store, 
assimilate,  and  retrieve  m.ore  information  using  large 
computers  has  reduced  the  effort  to  assemble  information 
leaving  mors  time  for  analysis.     As  a  consequence,  re- 
gression analysis  of  trends  as  an  aid  to  forecasting  has 
become  much  more  sophisticated.     More  information  is 
available  about  different  aspects  of  the  business  and 
a  wide  variety  of  programs  are  available  to  use  the  in- 
formation.    One  consequence  is  the  growth  of  organiza- 
tions x^7hose  principal  function  is  to  help  others  plan. 
General  purpose  projections  of  economic,  demographic, 
and  perfornicnce  trends  are  routinely  furnished  to  line 
organizations  to  assist  v/ith  their  operational  planning. 
Specialized  analysis  is  available  upon  request.     At  present 
such  services  tend  to  be  organized  to  respond  to  organiza- 
tional needs.     In  the  future,  it  seems  reasonable  to  expect 
that  such  analysis  will  also  be  used  to  identify  issues  for 
which  planning  is  required. 

Various  decision-making  analyses  are  available  as  the 
result  of  advances  in  management  science,  principally 
operations  research.     In  addition  to  more  sophisticated 
use  of  information  and  allocation  of  resources,  the  impact 
on  management  has  been  to  introduce  a  new  professional 
resource,  the  management  scientist.     The  benefits  are 
better  plsjining  to  choose  optimal  solutions  (if  they 
exist)  and  better  use  of  information  to  manage  probabil- 
istic situations.     Coupled  with  uncertainties  in  the  en- 
vironment,  this  means  more  attention  to  contingencies, 
more  prior  attention  to  what-if.  situations,  and  more 
searching  examination  of  planning  assumptions.     The  dis- 
advantage is  that  the  decision-making  process  is  somewhat 
divided  between  a  specialist  xvith  problem- solving  skills 
and  a  manager  with  operating  experience  and  responsibility 
for  results. 
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The  overall  effect  is  a  heightened  awareness  of  the  need 
to  plan  the  planning  process  itself.     More  tiine  is  devoted 
to  the  establishment  of  priorities.     \^iere  possible,  common 
time  horizons  and  shared  planning  data  is  being  used  to 
assure  coordination.     And  perhaps  most  important,  more 
attention  is  being  directed  to  the  interaction  of  one 
functional  plan  upon  another. 

STRATEGIC  PLANNING 

Strategic  planning  involves  changing  corporate  direction 
and  reallocating  resources  to  accommodate  a  significant 
change  in  the  operating  environm.ent .     This  may  involve 
such  things  as  taking  advantage  of  a  technological  break- 
through, responding  to  shifts  in  the  economy,  or  meeting 
a  newly  developed  market  demand.     As  such,  strategic 
planning  falls  betv7een  policy  and  operations.     It  repre- 
sents a  deviation  in  trend  as  compared  with  previous 
operations,  but  it  may  well  be  within  the  framework  of 
established  policy. 

The  distinctive  feature  of  strategic  planning  is  that  with 
accelerating  change  it  must  increasingly  become  a  continuous 
process  rather  than  a  periodic  activity.     This  led  to  a 
more  formalized  strategic  planning  capability.     Thus,  it 
becomes  important  to  distinguish  bet^veen  a  discontinuous 
and  a  continuous  strategic  planning  process.     The  key 
difference  is  the  way  in  which  changes  triggering  strategic 
planning  are  detected. 

As  strategic  planning  is  evolving,  the  added  feature  is 
a  more  formal  approach  toward  environmental  assessment. 
By  means  of  more  future-oriented  analysis  an  effort  is 
being  m.ade  to  detect  possible  changes  for  which  strategic 
decisions  will  become  necessary.     This  allows  more  time  to 
plan  an  appropriate  response.     In  a  sense,   strategic  planning 
may  be  thought  of  as  a  more  .sophisticated  alternative  to 
the  quality  of  management  once  known  as  "vision." 
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In  Western  Electric,  the  principal  responsibility  for 
strategic  planning  rests  with  a  committee  of  Vice 
Presidents  representing  all  major  parts  of  the  Company. 
They  review  issues  in  which  important  changes  may  affect 
Company  operations,  and  then  assign  projects  to  the 
appropriate  functional  organization  for  analysis  and 
development.     If  the  project  uncovers  the  need  to  take 
action,  a  proposal  is  prepared  and  presented  to  top 
management  for  a  decision.     Such  projects  are  necessarily 
exploratory,   scmecimes  leading  to  a  major  (strategic) 
decision,  other  times  simply  leading  to  an  improvement 
in  existing  operations. 

As  an  exam.ple  of  a  project  under  way  but  not  yet  complete, 
a  study  was  authorized  to  examine  what  factors  will  be 
most  important  in  determining  employee  morale  and  effec- 
tiveness 'in  the  future.     Both  the  Personnel  and  the 
Corporate  Planning  Organizations  are  involved.  When 
complete,   the  study  V7ill  provide  an  assessment  for  the 
period  ten  years  ahead  in  terms  of  which  the  effective- 
ness of  existing  personnel  programs  can  be  examined. 
The  study  methodology  being  used  is  a  form  of  Cross 
Impact  Analysis.     Trends  and  possible  developments  in 
the  American  society  are  being  compared  against  condi- 
tions of  v7ork  to  see  if  the  environment  changes,  what, 
impact  that  might  have  in  the  workplace.     The  study  is 
just  getting  under  way,  so  there  are  no  conclusions 
yet. 

There  is  no  set  pattern  for  strategic  planning.  Western 
Electric 's  development  has  been  geared  to  its  o\m.  needs, 
taking  into  account  its  role  in  the  Bell  System.  Each 
issue  is  handled  as  a  separate  case.     What  can  be  generalized 
are  t\-70  points  of  increasing  importance.     The  first  is  the 
need  for  information,  usually  involving  inputs  from  a  wide 
variety  of  functional  organizations.     The  second  is  the 
need  to  examine  alternative  solutions  and  their  consis- 
tency with  environmental  assumptions  regarding  expected 
changes  before  reaching  a  decision. 
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IMPLICATIONS  FOR  GOVERNMENT  PLAITNTNG 

Three  issues  would  seem  to  stand  out  as  areas  where 
planning  competence  can  lead  to  better  results  and  more 
effective  use  of  resources.     They  are  the  use  of  planning 
groups  to  analyze  inf onriation,   the  importance  of  selecting 
priorities,  and  the  need  to  monitor  results. 

Planning  groups  to  provide  information  should  be  multi- 
disciplinary  and  free  to  formulate  tentative  approaches 
for  solving  problems  even  though  decision-making  authority 
is  reserved  to  traditional  agencies.     Thus,  a  comprehensive 
assessment  of  environm.ental  changes  is  the  first  step  in 
deciding  what  changes  in  policy,  strategy,  or  operations 
may  be  appropriate.     This  should  involve  projections  of 
future  developm^ents ,  estimates  of  both  probability  and 
impact  of  possible  changes,  and  evaluation  of  the  strengths 
and  weaknesses  of  existing  procedures.     Then,  alternative 
solutions  can  be  developed  to  suggest  how  resources  might 
be  employed  to  meet  the  expected  situation.     This  differs 
from  traditional  approaches  in  that  planning  is  used  to 
explore  first  if  a  problem  exists  and  then  to  develop 
altemati.ve  solutions.     (Traditionally,  a  planning  group 
is  told  V7hat  the  problem  is  and  asked  to  find  a  solution.) 

The  importance  of  priorities  follows  naturally.     If  prob- 
lems are  addressed  separately  or  as  they  occur,   the  result 
tends  to  be  a  patchwork  of  programs  and  modifications  to 
existing  programs  which  are  often  unv7ieldy  and  may  consume 
unnecessary  resources,  particularly  if  the  preservation  of 
existing  organizational  structures  is  arbitrarily  maintained. 
For  example,  an  outsider's  view  of  the  different  Congres- 
sional Committees  v;ith  an  interest  in  energy  suggests 
that  there  has  been  no  prioritization  of  what  is  involved 
in  formulating  a  national  energy  policy.     As  issues  arise, 
it  is  to  be  expected  that  more  than  one  committee  may  be 
concerned.     What  is  needed  is  a  mechanism  to  assess  the 
importance  and  assign  responsibility  for  developing  a 
solution  even  if  it  involves  a  certain  amount  of  restruc- 
turing.    (Otherwise,   the  tendency  is  to  deal  only  V7ith 
issues  of  limited  scope  already  matched  by  a  standing 
commil:tec's  jurisdiction.) 
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Perhaps  most  important  is  making  the  distinction  among 
policy,  strategy,  and  operations.     Policy  establishes 
the  "tone,"  strategy  the  direction,  and  operations  the 
programs  for  action.     Following  a  scheme  which  establishes 
priorities  first  for  policy,   then  strategy  and  finally 
operations  will  not  eliminate  complexity,  but  it  will 
certainly  reduce  it  and  provide  a  sounder  basis  for  action. 
By  implication  this  suggests  a  possible  redefinition  of 
various  committee  charters  to  distinguish  their  purpose, 
e.g.,  energy  policy,  energy  strategy,  and  energy  programs. 

The  need  for  control  applies  to  both  planning  and  imple- 
mentation.    There  needs  to  be  some  process  to  assure  that 
analysis  and  planning  are  being  directed  to  the  highest 
priority- issues ,  that  subordinate  issues  are  not  pennitted 
to  consume  limited  resources  or  to  obstruct  progress,  and 
that  once  a  decision  is  reached,  resources  (organization 
charters,  funds,  etc.)  are  allocated  appropriately.  This 
implies  the  need  for  some  formalization  of  the  planning 
function,  perhaps  along  the  lines  of  the  new  budgetary 
process.     The  distinction  between  planning  and  budgets  is 
important.     Tlie  budget  deals  vrith  a  single  resource- -dollars , 
and  is  measurable.     Planning  deals  with  all  resources  and 
is  concerned  with  both  tangible  and  intangible  results. 
Some  coordination  of  the  overall  planning  process  is 
necessary. 

In  conclusion,  a  perspective  on  planning  has  been  presented 
which  focuses  on  three  different  types  of  planning.  Tlie 
specificity  and  time  horizons  has  been  shov7n  to  vary. 
A  variety  of  forecasting  and  analytical  tools  exist  to 
help  planning,  but  the  tools  have  been  represented  as 
less  important  than  the  process. 

Although  something  of  a  simplification,  what  seems  most 
important  is  that  planning  should  be  planned.     In  Western 
Electric  this  means  identifyivig  functional  responsibility 
and  providing  an  organizational  process  to  assign  the 
planning  objectives  to  a  sufficiently  high  management  group 
to  assure  effective  management  of  a  planning  staff  resource, 
identification  of  priorities,  and  control  over  implementa- 
tion and  results.     In  view  of  the  com.plex  and  changing 
legislative  environment,   it  would  seem  that  a  similar 
structuring  of  the  planning  process  might  also  be  helpful 
in  governiTient. 
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r,tjc?:cr::e!cCofDcany 


Ccrpcraie  Planning  Division 
515  Sc'jih  Fiowsr  Street 
Mailing  Address:  3ox  2579  -  T.A. 
Lo5  Angeles,  California  S0051 
Tolechone  213  486  1750 


Rcbert  E.  V/ycoff 
Vice  President 


December  3,  1975 

Honorable  Robert  L.  Leggett,  Chairraan 

Subcocmittee  on  Fisheries  and  Wildlife  Coziservation 

axid  the  Environment 
Roon  133  4,  Longv/orth  House  Office  Building 
vrashington,  D.  C.  20515 

Dear  iir.  Leggett: 

As  we  promised  in  our  letter  of  November  6,  we  are 
attaching  our  responses  to  your  questionnaire  on  , 
our  planning  organization  and  process.  ' 

Vj'e  laud  your  efforts  to  establish  a  systera  whereby 
long  term  consideration  is  given  to  the  effects  of 
various  pieces  of  legislation.     Energy  is  a  good 
exanpie  vhere  legislation  might  be  entirely  different 
if  the  futurity  of  present  decisions  were  considered. 
We  vould  only  caution,   in  our  view  the  narket  econornr 
rather  than  central  planning  is  the  optimu:!  mechanisn 
for  naxiaizing  the  common  good. 

Yt'e  hope  our  responses  to  the  questions  will  be  useful. 
Vi'e  feel  that  the  questions  themselves  were  well 
conceived.     Our  responses  should  give  jou  =  fairly 
corsplete  picture  of  our  planning  organization  and 
processes . 

Please  do  not  hesitate  to  call  me  should  r:ore 
elaboration  be  desired.     We  would  be  happy  to  personal 
participate  in  your  seminar. 

Yours  very  truly. 


R.-E.  V.ycoff  •'■/■ 
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ATLANTIC  RICHFIELD  COMPANY'S  ANS'.VERS  TO  QUESTIONS  ON  CORPORATE  PLANNLTCG 
ORG.ANIZATION  AND  PROCESS  ^^^^ 


How  would  you  describe  your  organization's  overall  philosophy  arc  apprc-ich 
to  coping  with  changing  business  environments  and  with  the  uncerrain"iei 
of  The  future? 

We  bold  the  philosophy  that  it  is  impossible  to  predict  the  fut-j-e.  In 
depth  analysis  of  the  leveraging  most  consequential  factors  is,  howe-.er 
a  fruitful  approach  to  testing  alternative  future  events.     Vr'e  Icok  at 
planning  as  a  useful  process  for  analyzing  the  consequence  of  alTernaziTe 
actions  against  a  background  of  alternative  environments.     Decisions  on 
financial  and  operating  strategies  including  project  selection  £nd  capital 
allocations  may  then  be  made  on  the  basis  of  those  which  best  survive  s. 
range  of  possible  environments. 


How  do  your  corporate  planning  activities  reflect  your  philosoptv  and 
approach? 

Our  Corporate  Planning  Division  identifies  and  commissions  studies  to 
Investigate  a  range  of  alternative  environments  over  the  next  10  ro  15 
years.     Key  aspects  of  several  identified  alternative  environmencs  are 
presehted  as  scenarios.     For  instance: 

Factor  Scenario  I  Scenario  II 


Political  Environment 


The  political  process  acts 
in  the  long  term  economic/ 
security  best  interest  of 
country 


Congress  looks  onlj 
to  next  election 


Economic  Environment        Economy  Steadies  Economy  is  CyclicaJl 

Prices  Free  Market  Government  Controlled 

Corporate  Planning  leads  the  analysis  of  the  effect  of  these  scenarios 
on  the  energy  supply  and  demand,  prices,  Company  and   Industry  profits, 
cash  flow  and  financible  investment  levels.     The  ranges  of  economic 
viability  for  investment  in  various  areas  of  the  energy  business  vould 
also  be  tested  . 

The  key  scenario  choices  along  with  their  associated  effects  are  preserred 
to  top  corporate  management  from  v.-hich  they  choose  a  set  of  useful 
"assumptions"  for  promulgating  to  the  operating  divisions  for  tactical 
plan  development.     Top  management  also  chooses  a  set  of  strategy  guidelines 
for  the  Company.     These  guidelines  essentially  select  the  nature  and 
priorities  for  the  businesses  the  Company  will  choose.     A  selection 
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set  of  strategy  guidelines  previously  will  have  been  intensively 
discussed  by  the  Corporate  Planning  staff  with  divisional  planners  and 
operating  laanagement. 

The  environmental  assumptions  and  strategy  guidelines  along  with  pre- 
liminary assumptions  on  capital  availability  are  promulgated  to  the 
operating  divisions.     The  divisions  are  then  charged   "o  develop  programs 
responsive  to  and  consistent  v^^ith  the  strategy  guidelines  at  several 
alternative  capital  allocation  levels  and  to  quantify  their  pla:;s  in 
terns  of  profits,  cash  flow,  and  capital  spending.     Tne  division's  plans 
are  submitted  to  top  management  for  their  consideration.     The  Planning 
staff  then  consolidates  and  integrates  the  plan  and  a:r.alyzes  it  to  see 
that  it  acccnplished  the  desired  strategic  goals.     The  Corporate  Planning 
staff  presents  recommendations  to  top  management  for  their  decision. 

Since  the  environment  is  constantly  changing,  frequent  updates  of  the 
program  content  are  necessary.     Periodic  reviews  of  the  strategic  and 
economic  viabiliry  of  the  various  projects  are  made  with  top  management. 
Adjustments  to  the  adopted  plan  are  made  as  necessary - 

2.        How  is  your  enterprise  organized  for  planning?    What  planning  functions 
are  assigned  to  the  central  management  of  the  corporation?  Vh&x 
planning  functions  are  assigned  to  the  line  divisions?    How  do  the 
"planners"  relate  organizationally  to  choose  in  the  executive  decision- 
making chain  to  your  board  of  directors?    How  does  central  planning 
relate  to  line  division  planning  and  action? 

The  attached  organization  chart  (Attachment  I)  shows  vhere  the  Corporate 
Planning  function  fits  into  the  corporate  hierarchy;  Attachment  2  out- 
lines the  role  of  the  groups  in  Corporate  Planning,   and  is  also  instruc- 
tive as  to  the  role  the  Corporate  Planning  Division  plays.     An  additional 
Attachment  3  illustra        how  the  planning  process  at   the  corporate  level 
relates  to  that  in  ore  of  our  operating  divisions,   the  International 
Division.     In  general.  The  Coi-porate  Planning  staff  functions  as  staff 
to  the  top  -orking  group  in  the  Company,   the  Executive  Group.  The 
Executive  Group  is  composed  of  the  three  Executive  Vice  Presidents,  the 
Vice  Chaiman,  the  President,  and  the  Chairman  of  the  Board.     It  assists 
the  Executive  Group  in  identifying  the  critical  policv  questions  as 
well  as  formulates  strategy  guidelines  and  environmenral  assumptions. 
The  Corporate  Planning  Division  also  has  the  responsibility  for  developing, 
nurturing  and  administering  the  corporate  planning  process  itself  as  well 
as  the  resp>onsibility  to  coordinate  and  integrate  the  tactical  plans  of 
the  operating  divisions.    The  divisional  planners  act  as  staff  to 
operating  divisions  management,  to  collect  and  reconmend  specific  projects 
to  their  management  and  responses  to  the  Executive  Group  selected  guide- 
lines.    Tae  3oaj-d  of  Directors  is  the  ultimate  approving  body  of  the 
Company's  fomal  Long  Range  Plan. 


3. a      Within  what  time  frame  does  your  corporation  conduct  its  planning? 

One  year?  Five  years?  Ten  years?  Longer?  Why  was  your  time  frame 
selected? 
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We  generally  use  a  15  year  tine  frane  for  our  planning.     This  is  because 
in  the  oil  business  lead  tines  of  fron  5  to  10  yesirs  are  frequently 
required  from  decision  to  production.     Our  financial  projections,  how- 
ever, do  not  extend  beyond  5  years  as  we  have  diminished  confidence  in 
quantifiable  projections  with  tine. 


3.b      How  is  long— range  planning  in  your  enterprise  related  to  operational, 
relatively  short-range  planning  and  decision  naking? 

Short  term  operation  planning  in  the  Company  is  done  as  part  of  our 
annual  2  year  budger  process.     The  budget  process  starts  in  mid-year  wi.th 
the  first  two  years  of  the  5  year  plan  as  an  initial  assumption.  The 
long-range  planning  process  in  turn  starts  at  year-end  with  the  completed 
budget  as  an  initial  assuiaption  for  the  first  two  years.     The  long— range 
plan  places  greater  emphasis  on  strategies  (types  of  businesses,  types 
of  projects).    The  budget  is  nuch  more  detailed  in  its  attempts  to 
qusLntify  and  control  the  financial  results  of  operations  over  the  inmediate 
year. 

3.  C      How  frequently  is  your  planning  reviewed  and  updated?     Is  plan  revision 

conducted  on  a  periodic  basis,  or  is  it  triggered  by  events  or  by  new 
information? 

The  long-range  plain  is  typically  reviewed  bi-monthly  but  the  review 
period  is  not  automatic.     The  review  is  generally  triggered  by  events 
or  by  new  key  and  leveraging  information.    Our  long  range  planning  is 
a  continuous  process. 

4.  What  forecasting  methods  do  you  use?    How  would  you  evaluate  their  utility? 
How  successful  have  they  been  in  helping  you  prepare  to  meet  emerging 
aspects  of  the  business  environment? 

At  the  CorTXJrate  Planning  level,  we  rely  heavily  on  scenarios  which  are- 
internally  consistent  and  which  attempt  to  bracket  the  environments  in 
which  we  expect  to  operate.     In  some  areas  of  forecasting  such  as  energy 
supply  and  denand,  we  use  combinations  of  several  methods;  elements  of 
technological  forecasts,  Delphi  studies,  trend  extrapolation,  and 
external  consultants.     On  key  issues,  we  search  out  expert  opinion  both 
within  the  Company  and  among  the  external  leading  authorities  on  the 
subject.     For  economic  forecasts,  we  develop  alternative  scenarios, 
making  heavy  use  of  econometric  models. 

5.  a      What  planning  methods  do  you  use?    Contingency  planning?    Best -and -worst 

case  scenarios?    Computerized  planning  models  that  can  be  frequently 
updated?    Others?    Please  describe  your  methods  fully. 

We  use  all  three  of  the  planning  methods  you  mentioned:  Contingency 
planning,  multiple  case  scenarios,  and  simple  planning  models.  The 
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impact  of  events  on  our  finaincial  plans  is  followed  fairly  regularly. 
For  this  we  use  a  computerized  model.     This  computer  program  generates 
accounting  and  financially  oriented  reports.     It  has  proved  to  be  a 
very  useful  simple  tool,     ffe  see  little  benefit  to  be  gained  by 
increasing  its  sophistication.     Other  models,  both  nanual  and  com- 
puterized,  are  used  for  testing  oil  industry  financial  viability  and 
energy  supply,  demand  and  price  scenarios. 

5.  b      In  your  judgment,  which  methods  are  best  suited  for  handling  the 

problem  of  uncertainty  and  the  problem  of  rapid  and  sometimes  surprising 
changes  in  the  business  environment? 

The  problem  of  unexpected  environmental  changes  is  primarily  addressed 
by  contingency  planning  based  on  alternative  scenarios.     The  key,  in 
oior  view,   is  to  have  in  your  organization  extremely  knowledgeable 
people  who  can  accurately  perceive  the  major  implications  of  major 
changes  in  the  environment  to  our  businesses.     They  irjst  have  open 
minds  concerning  the  possibility  of  "surprises"  occurring. 

6.  a      \fhat  factors  other  than  economic  factors  do  you  systenatically  consider 

as  psirt  of  your  planning  process?    How  do  you  include  unquantif iable 
considerations  in  your  corporate  strategic  planning . 

We  consider  non-economic  factors  because  they  greatly  affect  the  economic 
factors  in  the  long-range  sense.     For  example,  societal  attitudes  are 
expected  to  affect  the  future  structure  and  economics  of  the  industry, 
hence,  we  examine  contingent  effects.     Consumer  attitudes  toward  lower 
prices  on  the  one  hand  versus  likely  energy  insufficiency  are  considered 
in  arriving  at  judgments.     Corporate  social  responsibility,  industry 
profitability,  poverty,  egalitarianism ,  economy  are  all  issues  that 
affect  the  longer  term  expected  economic  health  of  the  Company  and 
Industry , 

The  supply  and  demand  for  energy  and  oil  are  a  part  of  our  thinking  and 
a  part  of  our  planning  process.     Unquantif iable  considerations  enter 
into  most  of  our  strategic  planning  at  the  time  of  the  formulation  of 
the  strategic  guidelines.     It  is  at  this  time  that  social  issues  and 
trends  are  most  thoroughly  tested.     The  views  of  top  management  on 
these  issues  are  incorporated  into  the  action  statements  that  are  issued. 

7.  VThat  do  you  believe  is  innovative  in  your  approach  to  corporate  planning? 
ViTiich  innovations  have  been  successful?    What  have  been  less  than 
successful  but  have  presented  valuable  lessons  for  your  corporate  planning 
process? 

There  is  little  that  is  particularly  irjiovative  to  our  approach  to 
corporate  planning.     Vie  do  feel  that  we  have  taken  the  best  from  several 
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approaches  and  we  have  achieved  a  planning  process  tbar  is  effective 
for  us.     It  is  effective  mainly  because  it  provides  direct  input  to 
the  decisions  of  the  C cap any 's  top  management. 

In  the  last  several  years  we  have  improved  our  planning  system. 
Changes  that  have  been  successful  are  those  vhich  led  ~o  nore  top 
nanage^aent  involvenent .     .As  to  lessons  about  effectiveness  of 
corporate  planning,  we  believe  that  *op  management  involvenent  is 
crirical.     Also,  failure  to  consider  and  provide  for  a  range  of 
environmental  possibilities  -^ill  rapidly  discredit  the  planning 
credibility. 


In  your  judgment,  what  organizational  and  procedural  aspects  of  your 
enterprise's  approach  to  corporate  planning  night  be  adapted  for 
application  to  the  Federal  Government?    V/hat  forecasting  and  planning 
techniques  night  be  adapted  for  use  in  the  Federal  Government? 

If  the  objective  is  for  the  House  of  Representatives  to  have  a  staff 
unit  which  attempts  to  assess  the  potential  long  term  impact  and  cost 
benefit  of  current  legislative  actions,  we  believe  son>e  aspects  of 
our  corporate  planning  process  might  be  transferred  to  the  Federal 
sector.     Hie  first  step  would  seem  to  be  to  agree  on  a  set  of  objective 
criteria  against  which  all  legislation  would  be  tested.     This  may  prove 
to  be  an  insurmountable  task  unless  stated  in  idealized  form.     If  this 
could  be  accomplished,  then  methods  could  be  decided  upon  for  tracking 
the  probable  range  of  effects  of  various  legislative  proposals.  Ve 
do  not,  however,  think  it  would  be  feasible  for  any  cenrralized  plannin 
agency  to  set  binding  strategic  guidelines  for  the  Congress  or  Nation. 
As  to  methods  of  forecasting  and  planning,  we  would  advise  the  use  of 
all  available  techniques  but  be  sure  to  recognize  that  ir  is  impossible 
to  forecast.     The  key  to  successful  planning  is  to  have  people  wbo  can 
ask  the  right  leveraging  questions  and  earn  the  attention  and  respect 
of  the  decision  makers.     No  one  has  the  "right  answers. 
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Dlscributlcr::    A2C,  Ccrspany-wldc 

pi^:si::g  divisig:: 

Hove=ber  13,  1974  .  • 

Subject:    Plajiaing  Division  Reorganizat-icn 


The  Planning  Division  is  being  reorganized  as  shc--a  on  the  attached 
reorganizatica  chare,  effective  Xovenber  IS,  197-;.  •  _  • 

The  new  structure  vill  penzit  the  Division  to  ceet  the  e-erging  planning 
needs  of  the  Corporation  in  its  rapidly  changing  and  expanding  environzient , 
and  provide  a  clear  delineation  of  functional  respcnsibilicies  within  the 
Planning  Division. 

Eeporting  to  zie  in  Los  Angeles  vill  be:  . 

-  C.  E.  M-edia  as  >Ianagar,  Planning  Services.     This  new  unit  will  have 

as  its  prirary  respo.isibiiicy  r:any  aspects  of  the  for:_ulaiion  of  econorzic 
data  and  rationale  in  support  of  the  Legal  Division  in  cajor  litiga'tions 
relative  ro  industry  structure.     In  addition,  Mr.  Meiin  vill  continue 
to  provide  Company  representation  in  eccncnicallj  oriented  ccznitt^es  of  . 
the  API,  !C?C  and  other  industry  associations.     His  unit  vill  also  provide 
administrative  support  and  carry  out  assigned  special  projects  for  the 
Planning  Division. 

-  E.  J.  Arnault  as  Manager,  New  Business  Planning.    This  new  unit  vill 
have  the  responsibility  for  identification,  evaluation,  and  reccr-jrendation 
to  the  Executive  Group  of  potential  new  business  opportunities  outside  the 
cort:al  line  of  Ccnpany  business.     In  addition,  this  unit  vill  provide  a.; 
Ccnpany-vide  resource  for  the  overall  evaluation  and  strategic  planning 

of  potential  neu  business  activities  carried  out  by  the  operating  divisions 
It  will  participate,  and  assist  other  divisions  as  appropriate,-  especially 
Finance,   in  the  analysis  and  acquisition  procedure  for  any  new  business. 

-  L.  K;  -Cheney  as  Manager,  Integrated  Planning.     This  unit  will  continue 
to  be  responsible  for  the  Planning  process  for  Company  long-range  planning, 
the  franing  of  strategy  issues  =ost  r3levant  to  the  long-range  plan,  and 
critical  analysis  _of  .. the  annual  integrated  plan.     In  addition,  this  unit 
will  have  the  responsibilities  for=erly  pcrfomod  by  the  Energy  Environnent 

■Analysis  Group.     In  this  latter  capacity  ic  vill  develop  internally 
consistent  envircnnontal  assunpcicns  and  energy  supply /dcnand  scenarios 
for  use  by  the  Division  in  the  LRP  and  other  planning  and  evaluation 
activities  of  the  Conpany.     It  will  also  provide  price,  cost,  and  volunc 
analysis  and  forecasting. 
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•-    D.  Sternlight  as  Manager,  Political  Econonics.    This  unit  vill  continue 
to  provide  appraisals  of  doaestic  and  iaternational  policical-econo::ic 
patterns  an-  che  potential  economic  consequences  of  these  patterns.  As 
part  of  this  function,  it  will  carry  out  cacro-econonic  studies  and 
predictions  of  the  U.S.  economy.     It  will  act  as  a  professional  staff 
unit  to  provide  political,  econonic,  and  energy  policy  analysis  and 
consultation  in  support  of  the  develop:2ent  of  policies,  straie^ies  and 
environ;:ental  assuziptions  by  the  Planning  Division,  Governnentai  and 
Public  Affairs  Division,  and  other  Company  units. 

—  T.  L.  Polasek  as  Manager,  Resources  Planning.    This  unit  will  continue 
to  have  the  responsibility  for  critical  analysis  of  long-range  plans, 
strategies,  priorities,  and  alternatives  and  ziajor  new  technologies  of 

the  Cccipany's  natural  resources  operations,  working  closely  with  appropriate 
divisional  Planning  units.  •  •  _  • 

—  G.  E.  Tillquist  as  Manager,  Fuels  and  Chemicals  Planning.    This  unit 
vill  continue  to  have  the  responsibility  for  critical  analysis  of  Icng- 
range  plans,  strategies,  priorities,  alternatives  and  najor  new  technologies 
of  the  canufacturing,  transportation  and  carketing  aspects  of  the  Cczpany's 
fuels  and  chenical  operations,  working  closely  with  appropriate  divisional 
Planning  units. 


Robert  E.  Wycoff 

Vice  President,  Planning  Division 


193 


194 


XIX.  A.    r'.l7.  INTl-lN-ATIONAL  DP/ISTON  riJ.>:X7:CG  Pr.OCT'SS 

1,  Pumose  .  •        •   .  . 

Managonicr.t's  responsibility  to  defin-2  the  bn^ic  iriturc,  scope  arid  lor.j- 
"tenn  goals,  sCvatc;;iC3,  policies,  plar.^        prozrr.ir.s  of  the  Division  Is  - 
rnanifcstcd  in  a  co:v.p]cx,  or^goirig  dccisica-irralcizg  process-~'^'Fhc  purprss 
of  this  chapter  is  to  oa'.IInc,  explain  zz-^  daiinc  iz:3  key  elements  of  this 
process  and  to  formalize  tho  respousibilitLcs  required  for  its  Xuncticniag. 


2. 


Dcnritions 
a.  Plannin:: 


The  process  by  v.-hich  lilanngemeai  sets  cb:-=c:ives  and  attempts  to 
achieve  th.ese  objectives  in  the  fjti:re  bv  id^iitirang  and  seiecting 
specific  actions  in  the  present. 

Objective  ,  *. 

A  realistic  and  cbsem-aj^le  target  which  has  been  selected  ard  deHned 
by  I\Ianage7r.3n;-,  a  starrir.g  poinz  for  cevelcpi-g  standards  of  perfcr— a: 
for  the  Division  (and/or  its  parts)  over  zhs  long  run.   Objectives  ara 
analj-ticalli'  derived  thrcagh  the  solutlo-  of  iic  following  quosLionsi 

0.)     Where  T/ould  we  like  to  be?         -  '  . 

"(2)     Where  TollUve  be  L'v.-e  do  nothing? 

(3)     \Vhere  do  we  thinl-c  v/e  can  go  (at  rsxioas  points  in  time)? 
Emironment 


The  exterrjil  influences  on  the  perfo: 


Lce  cf  the  Division  v/liich 


from  the  interaction  of  social,  econcmvic,  and  political  forces. 
Scenario 


A  docunifmtarj-  dcdcc  used  in  com^.unicr 
projected  cnvironme'".t.    Scenarios  arc  designed  to 


the  key  aspects  of  a 
'  a  logical 

chronology  of  cvcnrs  and  to  cxiilorc  potential  caasal  rclationsliips  among 
events  aiid  forces.    .An  cnv-ironincnt  ccuhJ  be  described  in  r.\invite  t!c:ail; 
however,  in  sclccringihc  cvcr.is  and  forces  :o  be  described  in  tb.e 
Bccnario,  consideration  is  given  to  ut:!;:y  (i— pact  on  ARCO)  and 
practicaliti'  (ability  to  malce  reasonable  forcrasts). 
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A  inann;;cmrnt  dccir.ion  or  a  scries  of  r.:cnagcmcnt  decisions 
rcprescn'ing  the  most  pmctical  wr.y  to  achieve  objectives. 
S-rategics  can  include  policies,  pro^:;ra:rs,  procedures  or  practices 
■which  produce  significant  and  endurii:^  c^llccis. 

L  The 

The  documentation  of  the  current  cbJcctiTcs  or.d  strategies  of  the 
Division,  the  environmental  assumclions  used  to  develop  them,  and 
a  projection  of  financial  and  operating  ir.~icacors  shov.lng  the  e^-pected. 
results  of  iniplementins  tlie  espoused  stratesics. 

Comncncr.ts  of  the  Process  '  .■  '      ■  ■  _ 

The  PIr-.ning  Pi-ooess  is  composed  of  the  fcViO-=-Lng  sequence  of  decisions 
and  activities:  '     .  - 

,     '  Establish  Compaaj'^Policy  and  Guideliries 

Esiablish  Division  Roles 

Identirr  Objectives  and  Issues    '  -     ".  "  ; 

•       Perfom  En'.ircninental  Analysis  and  Develop  a  Scenario 

■     Assess  Company  Capability  „ 

Reshape  Objectives  ^ 

.  •      Develop  Stiai£sl2S  r  '  -,  -  . 

-  '       •       '  * ..  . 

Llake  Financial  and  Operating  Projections  1 

Present  Eeconunendations  to  Executive  r^'-nngement 

Secure  Approval  ' 

Icplenient  the  Plan 

a.       Establish  Policy  and  Guidelines 

This  is  largely  a  Corporate  activity  which  results  in  a  set  of  decisions 
Intended  to  establish  the  basic  nature  of  the  Company's  activity. 
Topical  issues  dealt  with  at  tlxis  level  include: 
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(1)       f.Iajor  opcriir-.n-  decisions  (siich  as  iho  b.ilrncin!;  of  rcn:iir.'_; 

and  i)rcyjL:cli'v  n  cr.n::city)  anc'.  csla'oliiirJnj  rclDtioiiships  bt-Lv.  ccn 
major  cpci-2'.i:ig  co) 


(2)       Se]cctiii;TncJor  diversificlrlon  cTianncls. 

"(3)       Estoijlishir.j  invoslr.icr.t  criteria  and  levels  of  flrrraciol  cora- 
mitnicnt  to  each  sc5n;!eut  o£  the  biisiricss.  - 

b.  Establish  Pi  vislo:^  ?:olc  '  ' 

Company  policies  2.::d  g^aicciir.cs  are  subseqaently  -roil:zed  to  identify 
the  specific  pa—  :o  he  played  by  each  di\.-isica,  i.  e. ,  :ha  Division 
Charter,  Zhc  decisicos  a:  :.h-5  stage  are  still  largely  ir  the  Corporate 
level;  however,  the  Divisions  are  in  a  position  to  indiucace. 

c.  Identifr  Obicct:ves  -nj  issues  "      '  '      ■  ■ 

Once  the  Division  Ciarter  is  established,  the  Division  2dd3  the 
•    .  appropriate  derails  to  arrive  at  specific  objectives.    Also,  special 
problcEuS  associated  v.ith  the  execution  ci  the  Cnarter  are  identiried 
and  together  with  the  objectives  beccrts  the  focal  poinr  or  unifying 
medium  for  subsequent  planning  actiidties.  .  - 

d.  Perfarm  Enrirontental  Analysis  and  DovcTc-^  a  Scenario  _   _    •  - 

Kavins  estabiiah=d  basic  objeciives,  the  ne:c  stage  of  activity  is  aimed 
at  gaining  an  understanding  of  the  e:d.emal  influences  affecting  our 
ability  to  perform  and  affecting  the  way  in.  which  we  should  pursue  our 
objectives.  -     .  . 

-       -  -J"     .  - 

e.  Assess  Co-^anr  Caoabllitv       -  :' 

Internal  Con-.pany  factors  have  as  much  impact  on  the  selection  of  . 
strategies  and  on  the  evaluation  process  as  the  e.vternal  forces.  There- 
fore, before  prcccccing  further  in  the  planrdng  process^  it  Is  necessary/ 
to  make  a  thorcugh  e-.-aluaticn  of  the  Compan:.-'s  strengths  and  wealmesses, 
present  and  prcicctcd.   This  results  in  getting  maximum  use  out  of 
strengths  and  develcping  strategies  aimed  at  the  acquisition  of  resources 
or  finding  v/nys  of  ceing  v.-ithout  them.  -• 

f.  Reshape  Cb^cctives  * 

After  ha'.ing  appraised  the  external  aad  intctnal  forces  affecting  the 
Company's  nctiviiy  which  is  under  renew,  objectives  are  reappraised 
pprl  made  realistic  (obtainable). 
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Taking  to.:;cLhcr  the  insights  from  the  cn\irornTicntal  study  and  the 
appi-alsal  of  Compr_ny  capability,  shrcrb^s  arc  developed  as  the 
best  ways  to  acHcvo*  objectives. 

h.  ^lAkc  a  Hnancir:!  v.r.c  Oocr^; in-- Pro^crricrr    *  ^'  - 

.  A  financial  and  cj^cratir.j  projection  is  rrjide  in  order  to  quantitatively 
evaluate  tlic  prc-:!03cd  action,  and  to  pro\-:d3  the  basis  for  reshaping 
and/or  optinuzinz  s-.v^tcgy  choices. 

i.  Present  Recon"-icr:'-:cns  to  E-ecutivc  T-lrnnee-e-t 

Once  the  best  su^^l.^'  alternatives  are  chosen,  the  Division  presents 
its  proposal(s)  rc  Management.   A  t^.pical  errample  cf  thus  is  the  ar^nual 
-.    LRP  prescnta-.ion  made  to  the  E.\ecu:ivc  Gcran-actee.   This  presentation 
Is  a  comprehensive  review  of  the  Division's  Plan;  her."  ever,  indivicual 
components  of  the  plan  are  freciuenth/  reviewed  v/ith  Executive  Manage- 
ment as  needs  dictate.    On  such  occasions,  new  strategies  can  be 
developed  or  changes  in  the  envircnmentnl  cutlaok  can  become  accepted. 

j.       Secure  Arnroval  ■  ■     '■  ■ 

This  step  often  involves  a  process  of  alteration,  exchange  ;i.nd  further 
'review  by  Corporate  Stalf  before  a  decision  to  approve  is  secured.  Any 
monctnr;-  commitments  involved  are  still  subject  to  tlio  AFE  pruccsa 
(See  CTnapter  HI)  before  they  can  be  impIsmen:od. 

.       -  -     '         ..  -      I    -  . .  " 

k.      Imnlement  the  Plan  .       .  -  "   .         >  • 

The  Division  is  then  chared  \\itli  execviin-  the  approved  plan  and  is 
held  acco'^table  for  it.  "'      .  ;  ..•  . 

D>T.am.:c5  of  the  Pla--in;  Process 

All  the  aicrem.enticncd  components  of  the  Planning  Process  are  active  con- 
currently and  m.any  are  interrelated.    Page  XIX.A-5  represents  thr  reality 
of  the  planning  process.   This  portrayal  reveals  the  need  to  continucuslj' 
keep  all  planning  activities  current  and  to  ccn_sider  the  state  of  Im.owledge  in 
all  com.pcnents  of  the  plrjining  process  sim.ultnncously  in  the  decisions  of  a 
single  component. 

Responsibilities 

International  Division  Management  has  the  rcspensibility  to  plan: 

Select  objectives 
•        Review  and  endorse  cnvironniental  projections 
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Assess  Division  cr.pr.bi lilies 

Select -sti^-epoo  .       .      "       -."  -        .  *- 

2iI:Lk2  prcscntalinns  to  Executive  Maaagemcsi 

InterTL-iticnr.I  Plannin-  has  the  responsibility  (alt.lirt:?;h  It        hcve  to  rail 
upon  other  Dl-.-isicn  uiiils  at  times)  to  provide  tcchrjcal  and  arrali-tica.1 
support  to  Di-.ision  x.lanagement,  and  in  carrj'ir-^  this  out: 

Perfoms  political,  eeonon-.ic  and  coi-aperitr.-e  research. 

Investigates  aad  analyzes  alternative  actioas/s^azegies 

.  -      Solicits  and  revic-.vs  opportunities  frora  operating  coraponents  and 
Lndepeadeatly  ccveicps  alternative  opportunities  -  •  .  . 

•  .     Briags  pertinent  issues  to  J.Linagement's  attention  ,  -    -       ■  ■    - . 

'   -  Becomm ends  action  to  Management  -   ..  • 

Coordinates  activities  of  all  involved  parties  ..." 

Compiles,  documents  and  maintains  the  plan,  '  * 

Additional  reqiiirements  and' guide line.s  needed  for  the  functioning  of  the  - 
Plp.nning  Process  are  outlined  in  subsequent  sections  of  this  Chapter  and 
i  _  Chapter  X^TI  (Data  Requiremen-.s).  ^         .  ■ 

Section  XIX.  3  describes  the  Plarunng  System  adcntcd  by  the  Finance  Corirol 
and  Plamin-  Department  as  the  means  by  which  it  e.\ecnres  its  reponsibuizj 
to  provide  technical  support  and  coordination  for  the  Divisicn's  Plnrming  - 
Process.   Ir.ter-relationships  betveen  the  various  FCP  unit-  and  how  thev- 
Interface  v-,-i:h  other  Division  processes  are  explained  in  this  section. 

Section  XIX.  C  contains  approved  procedures  v/hich  explain  the  operation  af 
specific  parts  of  the  Plaruiing  Process  and  the  PGP  Planning  System. 

Section  XIX.  D  contains  reference  guides  which  provide  recommended 
approaches  to  specific  Planning  problems  for  the  use  of  all  those  involved 
In  the  Planrir.5  Process, 


The  data  requirements  for  the  annual  Long  Range  Plan  arc  contained  in 
Chapter  X\'II  and  all  bear  the  desig.iator  .-^P. 
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The  Bendix  Corporation 
Executive  Offices 
Bendix  Center 
Southfield,  Michigan  48076 


y^The  Honorable  Robert  L.  Leggett 
The  Honorable  George  E.  Brown,  Jr. 
U.S.  House  of  Representatives 
Washington,  D.C.  20515 

December  1 ,  1975 


Dear  Mr.  Leggett  and  Mr.  Brown: 

I  am  replying  to  your  letter  to  Mr.  W.  M.  Blumenthal,  dated 
October  30,  1975,  dealing  with  legislation  to  improve  long- 
term  Federal  policy  planning.    I  have  undertaken  this  reply 
as  I  am  the  Corporate  Officer  in  charge  of  planning  for 
Bendix. 

Attached  you  will  find  a  brief  comment  on  the  eight  questions 
listed  in  the  attachment  to  your  letter. 

If  invited,  I  would  be  pleased  to  participate  in  the  one-day 
seminar.    Inasmuch  as  I  will  have  to  do  some  traveling  inter- 
nationally in  December,  it  may  be  that  I  would  not  be  available 
on  the  chosen  date. 

Thank  you  again  for  your  letter.  I  do  hope  that  the  reply 
serves  your  purposes. 

Sincerely, 


Attachment 
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12/1/75 

Jerome  Jacobson 

The  Bendix  Corporation 


Responses  and  Comments  Regarding 
Legislation  to  Improve  Long-term  Federal  Policy  Planning 

1.    Plans  --  both  short-run  and  long-run  --  are  basic  to  Bendix'  operations. 
They  are  principal  management  tools.    Without  them,  management  would  be 
denied  the  means  of  controlling  the  corporation's  future.    With  them,  the 
corporation  believes  it  is  equipped  to  anticipate  events,  seize  opportunities, 
guard  against  surprises,  and  control  its  destiny  rather  than  permitting  events 
to  shunt  it  about. 

The  nature  of  our  businesses  strongly  suggests  the  need  for  plans. 

.    The  Aerospace/Electronics  Group  deals  in  high  science  products  and 
services  that  are  years  in  development  with  long  lives  thereafter. 
The  arts  with  which  they  deal  are  of times  arcane.    Our  failure  to 
anticipate  and  handle  new  technologies  and  to  anticipate  future  needs 
in  satellites,  aircraft,  communications,  and  navigation  would  be 
deadly  for  our  business. 

.    The  Industrial  Group  is  dominated  by  costly  and  sophisticated  machine  tools 
and  instruments  for  their  automatic  control.    Failure  to  anticipate 
industry's  needs  and  to  upgrade  technology  would,  again,  be  near  fatal. 
In  this  highly  cyclical  business,  planning  to  anticipate  the  phases  of 
the  business  cycle  is  imperative. 

Energy  Group.    We  engage  in  seismic  exploration  for  petroleum,  provide 
heavy  equipment  for  off-shore  rigs  and  pipe-laying  barges,  and  produce 
piping  required  for  nuclear  and  fossil  fuel  power  plants  and  the 
refinery  industry.    We  plan  so  as  to  anticipate  the  needs  of  the  industries 
we  serve.    It  is  a  monumental  understatement  to  note  that  our  government 
failed  years  back  to  develop  plans  to  meet  the  nation's  rising  energy  needs. 
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.    Shelter.    We  fell  trees  and  produce  lumber  and  other  hard-fibre  based 
products  for  the  construction  industry.    We  also  produce  mobile  homes. 
Timber  is  a  scarce  resource  and  housing  is  sorely  needed.    We  must 
plan  now  to  assure  our  raw  material  supply  and  to  expand  our  facilities 
to  meet  rising  housing  needs.    Government  actions  weigh  heavily  on  the 
housing  industry.    Our  planning  turns,  in  part,  on  our  effort  to  antici- 
pate what  the  government  will  do  regarding  its  forest  resources,  environ- 
mental controls,  and  the  aids  it  will  give  to  the  housing  industry. 
The  sad  absence  of  credible  government  plans  is  a  problem  to  us  and 
others  in  the  industry. 

.    Automotive.    Bendix  is  the  world's  largest  independent  producer  of 
automotive  parts.    About  one-half  of  our  production  is  in  the  U.S.  and 
the  other  half  abroad.    It  would  be  folly  for  Bendix  to  want  for  a  view 
of  the  future  of  the  industry  in  the  U.S.,  in  Europe,  in  Japan,  and 
importantly,  in  the  developing  countries  abroad.    The  confusion  reigning 
in  the  U.S.  and  other  developed  countries  regarding  safety  and  environ- 
mental controls  complicates  —  to  put  it  mildly      our  planning. 

.    International.    These  activities  account  for  about  one-fourth  of  our 
sales  and  a  higher  proportion  of  our  income.    It  is  almost  superfluous 
to  state  that  we  must  plan  in  order  to  handle  problems  of  changing 
political  systems  abroad,  changing  attitudes  towards  multi-national 
corporations,  floating  exchange  rates,  and  other  vexing,  complex  problems. 

Long  Range  Planning  is  the  responsibility  of  a  Senior  Vice  President  who 
reports  to  the  most  senior  official  of  the  company.    The  corporation  has 
gained  considerable  advantage  from  the  company's  receiving  at  the  highest 
level  the  views  of  its  planners  and  the  planners,  in  turn,  receiving  guidance 
from  the  corporation's  highest  level. 
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The  planners  are  the  link  between  line  divisions  and  senior  management. 
Line  management  receives  overall  corporate  guidelines  developed  by  the 
planners  and  issued  over  the  signature  of  the  Chief  Executive.    Line  manage- 
ment then  drafts  its  plans;  they  are  screened  and  critiqued  by  the  planners 
for  the  Chief  Executive  Office.    Face  to-face  reviews  are  then  conducted 
by  the  Chief  Executive  with  senior  line  management.    Three  review  sessions 
are  held  annually.    A  limited  number  of  critical  issues  are  identified  in 
the  first  review  and  then  are  developed  in  detail  and  discussed  intensively 
in  the  succeeding  reviews.    At  the  year's  end,  the  central  planning  group 
writes  the  comprehensive  corporate  plan  which  then  becomes  the  official 
corporate  guidance  document. 

Guidance  is  the  key  word.    The  plans  are  not  rigid  and  detailed  instructions. 
Rather,  they  constitute  a  description  of  directions  in  which  line  divisions 
are  permitted  to  move.    The  plans  are  supplemented  during  the  year  by  capital 
outlay  reviews  and  by  other  disciplines  such  as  reviews  of  major  marketing 
and  investment  decisions.    Annual  financial  plans  must  respond  to  the  long- 
term  guidelines. 

Five  years  is  the  span  of  the  long-range  plan.    It  is  sufficiently  long  to 
permit  major  new  directions  to  be  pursued  but  not  so  far  out  as  to  suggest 
spurious  realism.    An  interim  period  of  three  years  receives  intense  attention. 
Overall  annual  financial  plans      the  yearly  operating  guidelines  —  must 
fit  within  the  five  year  plans.    Each  year,  the  five  year  plan  is  rolled 
over  and  details  within  it  are  subject  to  review  at  any  time  that  circum- 
stances dictate.    A  check  on  the  realism  of  plans  is  maintained  by  periodic 
tracking  of  key  matters. 
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4.  and  5.    Planning  methods  vary.    Overall  technical,  economic,  and  political  guide- 
lines are  established.    Each  business  group  then  employs  the  planning 
technique  suited  to  its  business.    Cyclical  and  secular  analyses,  alternate 
scenarios,  and  model  building  exercises  are  used  but  their  importance  is 
not  overestimated  by  us.    Intimate  contacts  with  the  industries  we  serve 
lead  us  to  inject  a  strong  element  of  subjective  judgment  into  our  plans. 
Our  short-range  plans  contain  a  best-case  and  worst-case  analysis  and  our 
long-range  plans  provide  for  "what-if"  alternatives.    Close  tracking  of 
developments  and  swift  adjustment  to  change  are  our  best  defenses  against 
surprise. 

6.  Subjective  and  quantitative  judgments  about  the  political  and  social  environ- 
ment,  economic  trends,  defense  considerations,  and  developments  abroad  enter 
heavily  into  our  plans.  We  draw  on  knowledgeable  outside  experts  not  so  mucli 
for  their  forecasting  skills  but  more  for  their  insights  and  their  judgments. 

7.  We  do  not  believe  we  are  innovative.    At  best,  we  hope  to  be  reasonably 
Delphic  through  the  combination  of  technical  and  subjective  judgments  that 
we  employ.    Strong  internal  communications  and  close  sensitivity  and  reading 
of  external  developments  are  our  greatest  strengths. 

8.  There  is  no  one  form  of  planning  organization  that  we  believe  will  best  serve 
our  national  needs.  But  there  are  several  aspects  of  our  planning  organizatii 
that  we  believe  will  be  useful  in  national  planning. 

.    First,  we  need  national  planning  and  we  do  not  now  have  it.    It  is  a 
sad  commentary  that  this  nation  with  its  skills,  capital,  rich  raw 
materials  base,  and  underemployed  resources  should  fail  to  have  antici- 
pated and  managed  problems  in  energy,  the  environment,  housing,  mass 
transportation,  the  aged  and  ill,  and  so  many  others.    The  separate 
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planning  activities  of  government  agencies  do  not  add  up  to  a  national 
plan.    And  the  Executive  and  Congressional  branches  cannot  bring  harmony 
into  their  views  on  a  national  plan  because  there  is  none  to  address. 

Second,  in  Bendix  we  take  steps  to  assure  that  critical  issues  are  tracked 
and  not  addressed  piecemeal  or  in  unrelated  fashion.    There  is  an  urgent 
national  need  for  like  steps.    Our  nation  lacks  the  means  of  monitoring 
our  progress  in  vital  areas  because  we  lack  benchmarks  --  goals,  means 
of  getting  there,  telltales  of  success  or  failure.    Corporations  which 
lack  such  means  stumble  in  their  affairs.    Our  government  cannot  afford 
to  stumble.    It  requires  a  process  —  as  Bendix  has  one  ~  for  defining 
where  it  is,  where  it  wants  to  be,  whether  it  is  on  the  way,  and  correc- 
tions in  course  are  called  for. 

Finally,  there  are  many  parts  to  Bendix  —  five  main  business  groups  and 
a  far-flung  international  operation  --  each  with  a  constituency  which 
tends  to  go  its  way.    Through  planning,  they  hold  together.    There  is  a 
like  need  at  the  national  level.    Ideally,  there  should  exist  a  plan 
representing  the  joined  views  of  the  Executive  and  Congressional  branches 
of  government  and  of  the  state  and  local  jurisdictions  that  are  close  to 
our  citizens.    These  plans  should  become  a  point  of  action  and  discussion 
for  the  Executive  and  Congressional  branches  of  government  and  for  debate 
by  the  citizenry. 


There  are  no  methods  that  we  would  recommend  above  others  for  national  planning. 
The  techniques  are  many,  each  with  its  own  strength  and  weakness.  Finding 
the  right  technique  is  a  need  secondary  to  a  sense  of  dedication  to  creating 
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national  plans.    The  debate  surrounding  the  Humphrey-Javits  bill  itself 
displays  the  strongly-held  difference  of  views  on  what  is  meant  by  a  plan. 
Please  note  that  we  have  not  joined  that  issue  in  this  reply  but  rather 
have  confined  our  comments  to  the  questions  raised  in  the  attachment  to 
your  letter  of  October  30,  1975. 
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THE    DOW   CHEMICAL  COMPANY 


BENNETT  BUILDING 


2030  DOW  CENTER 


December  3,  1975 


MIDLAND,  MICHIGAN  48640 


Mr.  James  Spensley 
Counsel  to  the  Subcommittee 
on  Fisheries  and  Wildlife 
Conservation  and  Environment 
U.  S.  House  of  Representatives 
Room  1334,  Longworth  House  Office  Building 
Washington,  D.  C.  20515 


Dear  Mr,  Spensley: 

In  Mr.  Lyon's  letter  of  November  6  we  promised  you  a 
written  statement  describing  planning  methods  in  Dow 
along  with  suggestions  for  applying  our  experience  to 
Federal  planning. 

A  copy  of  this  statement  is  attached. 


Sincerely , 


J.i  E.  Mitchell 
Director 
Corporate  Planning 


bpm 
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DESCRIPTION  OF  PLANNING  SYSTEM  \ 
USED  BY  THE  DOW  CHEMICAL  COMPANY 


ORGANIZATION 

The  Dow  Chemical  Company  is  decentralized  on  a  geographical  basis 
with  Operations  delegated  to  the  separate  managements  of  Dow  USA, 
Dow  Europe   (including  Africa  and  the  Mideast) ,  Dow  Canada,  Dow 
Latin  America  and  Dow  Pacific.     A  small  Corporate  Group  includes 
Executive  Management,  Financial,  Product  Management,  Corporate 
Planning,  Employee  Relations,  and  Legal.     There  are  no  Corporate 
heads  of  Marketing  or  Manufacturing.     Technology,   Safety  and  Loss 
Prevention,  and  Ecological  matters  are  important  parts  of  Executiv 
Management.     All  Corporate  activities,   including  Planning,  are 
linked  closely  to  the  President  who  is  Chief  Executive  Officer. 

Any  planning  approach  must  be  designed  for  its  specific  organiza- 
tion and  environment.     Dow  methods  are  based  on  having  a  small, 
central  management  group  living  in  a  small  city  of  40,000,  knowing 
each  other  very  well  personally,  very  small  turnover  to  or  from 
other  companies,  but  broadly  experienced  geographically,  func- 
tionally, and  in  various  product  lines.     Fourteen  of  the  seventeen 
members  of  the  Dow  Board  of  Directors  are  in  active  Dow  management 
Two  of  the  remaining  members  were  formerly  Dow  officers. 

The  excellent  communications  made  possible  by  location  and  manage- 
ment policy  allow  unique  approaches  to  Corporate  Planning  which 
would  probably  not  be  generally  applicable  to  other  organizations. 


PHILOSOPHY 

Planning  Activities  in  a  corporation  should  be  carried  on  for  the 
purpose  of  setting  needed  goals  and  encouraging  action  to  carry 
them  out.     Planning  which  is  not  focused  and  which  produces  only 
"nice-to-know"  information  is  of  little  value.     From  an  overall 
corporate  standpoint  we  must  focus  on  only  a  few  major  factors. 
We  must  constantly  fight  to  maintain  flexibility,   since  compre- 
hensive systems  create  rigidity.     Whenever  there  is  a  choice 
between  promoting  flexibility  and  adding  additional  detail  we 
would  opt  for  flexibility. 


PLANNING  ACTIVITIES 

Corporate  Planning 

Definition  of  Global  Product  Strategies   (7  Years) 
Developing  and  monitoring  Capital  Plans   (5  Years) 
Forecasting  Sales  and  Profits    (3  Years) 
 ^Exploratory  Planning   (25  Years) 
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These  activities  are  relatively  continuous — revised  as 
necessary  but  routinely  every  3  months.     These  time 
frames  were  developed  through  experience. 

Product  Strategies  are  developed  with  Area  Business 
Managers  and  are  the  product  of  many  recycles.  Highly 
judgmental,  based  on  solid  analytical  work  and 
experienced  management   (15  years  minimum) .  Much 
superior  to  mechanical,  computerized  approaches. 

Capital  Plans  follow  product/geographical  strategies 
within  the  limitation  of  capital  and  manpower  avail- 
ability.    Computerized  integration  of  projects  into 
spending  schedules  is  employed. 

Forecasting  Sales  and  Profits  is  done  by  a  panel  of 
experts  having  varying  inputs  and  expertise.  Generally 
of  adequate  accuracy  except  for  boom  of  1974  and  drop 
of  1975. 

Exploratory  Planning  is  done  intermittently  as  needs 
develop.     Present  emphasis  is  on  changing  social/ 
political  pressures,   long-term  energy  supplies,  and 
the  proper  role  of  the  multi-national  company. 

New  break-throughs  in  science  are  constantly  under 
evaluation . 

Corporate  Controller 

 Development,   through  the  geographical  Areas,  of  the 

yearly  Profit  Plan.  This  is  a  traditional  forecast/ 
budget  which  is  a  "bottom-up"  commitment  to  the  next 
year's  goals  on  Sales  and  Profits. 

Operational  Planning 

 ^Each  Geographical  Area  is  free  to  develop  the  methods 

which  best  serve  its  purposes.     Organization  varies, 
but  the  normal  functional  departments  of  Marketing, 
Manufacturing,  R&D,  Controller,  Product  Planning 
and  Pricing  each  have  continuing  major  inputs. 

The  time  frame  varies  from  one  to  five  years 
ordinarily  with  a  longer  planning  period  necessary 
for  energy  and  major  projects. 
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Generally  we  use  all  of  the  accepted  techniques:  contingency 
planning,  best  and  worst  case  scenarios/   and  a  computerized 
planning  model  of  the  company  which  can  be  used  to  test  various 
possibilities.     Obviously,  good  planning  means  prevention  of 
disaster,  organizing  for  quick  response  to  ANYTHING  and  optimizi 
progress  toward  concise  goals  over  both  the  long  and  short  term. 
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GENERAL 

SUGGESTIONS  FOR  APPLYING  DOW  PLANNING  EXPERIENCE 
TO  THE  FEDERAL  GOVERNMENT 

1.  A  mechanism  is  badly  needed  to  produce  clear-cut  goals  for 
the  U.S.A.     However,   this  mechanism  must  be  backed  (and 
used)  by  a  strong  commitment  from  the  President,  his 
cabinet  and  congressional  leaders  or  it  will  add  nothing 
but  confusion  and  negative  results. 

2.  The  planning  agency  must  avoid  the  temptation  to  audit 
results.     Concise,   consistent,  objective  national  goals 
will  be  welcomed  by  most  citizens.     Additional  checks  and 
restrictions  are  unneeded  and  would  defeat  the  important 
function  of  setting  realistic  goals. 

3.  Concern  over  techniques  must  not  divert  effort  away  from 
the  primary  purpose . 

4.  The  planning  process  must  be  a  continuous  effort.     It  must 
be  responsive  and  flexible.     The  "five  year  plan"  just 
does  not  work. 

5.  The  Planning  Agency  must  be  staffed  with  experienced  people 
who  are  allowed  to  become  really  professional.     In  industry 
Corporate  Planners  require  at  least  fifteen  years  in 
various  parts  of  the  business.     Line  experience  is 
invaluable.     The  Federal  need  can  accept  nothing  less. 
Staffing  with  political  activists  and  recent  systems 
graduates  would  guarantee  failure. 
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GENERAL  MILLS,  INC.  •  EXECUTIVE  OFFICES  •  9200  Woyzata  Boulevard  •  Minneapolis, Minnesota  55440 

VERNE  C.JOHNSON 
Vice  President 

December    5,    1975  Direclor  of  Corporate  Planning 


Robert  L.  Leggett ,  Chairman 
George  r .  Brc%:r. ,  Jr. ,  Chei rr.2.n 
U.S.  House  of  Representatives 
Coimittee  on  Merchant  Marine 

and  Fisheries 
Room  1334 

Longv/orth  House  Office  Building 
Washington,  B.C.  20515 

Dear  Sirs: 

Your  request  for  assistance  in  the  study  for  anticipatory , 
long-term  planning  in  the  Federal  Government ,  involves  issues 
which  are  exceedingly  complex  and  which  require  far  more 
dstsilsd  discussion  th^n  can  be  developed  in  ?  co'^'^i'^^  '•.'rit'^'^'^ 
statement.     For  this  rt^ason  I  shall  discuss  only  briefly  in 
this  letter  the  responses  to  your  questions .     If  you  find 
these  somewhat  sketchy  views  to  be  of  value  in  your  delibera- 
tions ,  I  would  hope  that  I  might  be  afforded  an  opportunity  to 
amplify  on  them  orally  and  to  respond  to  your  questions . 

My  written  response  to  your  questions  is  divided  into  two 
separate  written  segments.     Answers  to  your  questions  asking 
about  the  specifics  of  our  planning  process  and  how  it  works, 
which  primarily  requires  information  and  factual  answers,  are 
contained  in  a  separate  memorandum  and  attachments  which  are 
enclosed  with  this  letter. 

The  scope  of  this  letter  will  be  limited  to  a  discussion  of 
the  basic  concepts  or  fundam.ental  principles  which  underlie 
the  strategic  planning  process  at  General  Mills  and  how  these 
concepts  relate  to  strategic  planning  by  the  Federal  Government. 
It  is  these  concepts  which,  in  our  opinion,  have  made  strategic 
planning  at  Geneial  Mills  well  accepted  internally  and  utili'^ed 
as  an  integral  part  of  the  corporation' s  decision  process. 
Understanding  and  effectuating  these  concepts  is  central  to  an 
effective  strategic  planning  process  and  is  far  more  important 
than  specific  innovations  which  might  be  introduced . 
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Page  Two 
December  5,  1975 


Before  getting  into  the  substantive  issues,  let  me  make  it 
crystal  clear  that  the  views  expressed  in  this  letter  are 
my  own  personal  views  and  in  no  way  are  intended  to  reflect 
corporate  viewpoints  on  the  part  of  General  Mills  or  any  of 
its  officers.     On  an  issue  such  as  whether  and  how  the  Federal 
Government  should  plan  strategically  there  is  unlikely  to  be 
any  greater  concensus  viewpoint  than  you  will  find  among  members 
of  Congress . 

First,  a  few  introductory  words  about  General  Mills,  its 
diversity  and  its  approach  to  organizational  structure  and 
strategic  planning .     General  Hills  is  a  coir.paratively  large 
growth  oriented  corporation  which  has  been  diversifying  over 
the  past  ten  years  into  quite  a  number  of  major  new  business 
segments.     The  corporation  has  approximately  40  independent 
business  operations ,  each  competing  in  different  competitive 
environments .     These  business  operations  report  to  12  groups 
which  in  turn  report  to  4  Executive  Vice  Presidents .     We  call 
these  our  Operating  Units  and  Officers .     These  operations  report 
through  the  4  Executive  Vice  Presidents ,  to  our  Corporate  Presi- 
dent and  Chief  Operating  Officer.     About  50%  of  our  sales  are 
food  products  sold  through  the  supermarket .     The  other  half  of 
our  sales  are  in  very  different  types  of  businesses  including 
such  areas  as  restaurants ,  fashion,  crafts,  games  and  toys, 
xuri'ii  i-Uxc ,  dljseci  uiarketlny ,  spttcialty  chemicals,  and  travel. 
Our  management  approach ,  because  of  this  diversity  of  business 
segments,  is  based  on  the  concept  of  decentralization  and  our 
organizational  structure  and  strategic  planning  process  accord- 
ingly reflect  and  support  this  underlying  concept. 

I'd  like  to  outline  briefly  those  aspects  of  our  strategic 
planning  process  which  we  regard  as  fundamental  to  its  effec- 
tiveness.    These  include: 

(1)     General  Mills'  commitment  to  a  decentralized  approach 
to  management,  and  a  planning  system  patterned  on  this 
concept  of  management.     Corporate  management  sets  the 
basic  corporate  policies  and  objectives  and  establishes 
charters  and  general  criteria  to  guide  its  operational 
units.     Within  these  charters  and  general  criteria  cor- 
porate management  insists  that  the  initiatives  be  with 
the  operational  units  which  are  responsible  for  imple- 
mentation of  the  objectives  and  strategies .     The  corporate 
posture,  therefore ,  is  one  of  review  and  response  to 
objectives  and  strategies  developed  by  these  operational 
units,  not  one  of  developing  a  "grand  corporate  plan"  or 
prescribing  the  specific  objectives  and  strategies  for 
each  operational  unit.     It  is  one  of  setting  broad 
policies  and  objectives  and  allowing  wide  latitude  in 
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establishing  specific  strategies  to  attain  these 
objectives .     This  posture,  I  am  convinced ,  best 
promotes  creative  thinking,  innovation ,  cost  effec- 
tiveness, and  best  assures  the  ultimate  objective  of 
consumer  satisfaction .     This  corporate  posture  can 
best  be  described  as  one  of  "orchestrating  off  im- 
balances . " 


(2)  Full  involvement  in  the  planning  process  by  top  decision 
makers,  both  at  the  corporate  and  operating  levels,  with 
a  relatively  low  degree  of  planning  being  done  by  pro- 
fessional planners .     It  is  imperative  i:hat  vhe  decision 
makers,  at  all  levels,  be  fully  involved  in  the  planning 
process.     Any  planning  process  which  principally  involves 
professional  planning  staff  rather  than  the  decision 
makers  is  essentially  irrelevant  and  ineffective .  The 
primary  role  of  the  planning  staff  is  to  service  planning 
by  the  decision  makers,  not  to  undertake  planning.  This 
is  a  fundamental  distinction ,  often  overlooked  in  develop- 
ing a  strategic  planning  process.     Words  which  best  des- 
cribe the  role  of  professional  planners  include  process 
oriented ,  catalytic ,  coordinating ,  focusing,  providing 
analytical  inputs,  and  developing  longer  term  forecasts . 

(3)  rorfor~.ing  planning  on  a  coiiLiuaing  bdsis ,  annually 

updating  and  reassessing  -  not  a  plan  set  in  concrete 
for  a  fixed  period  of  years.     Changes  are  continually 
occurring  and  the  fundamental  purpose  of  strategic 
planning  is  to  keep  current  management ' s  best  assess- 
ment of  its  situation  over  the  next  several  years.  As 
long  as  the  direction  and  momentum  are  consistent  with 
established  policies  and  basic  objectives ,  it  serves  no 
useful  purpose  to  engage  in  precise  multi-year  budgeting 
or  programming . 

(4)  Comprising  the  Corporate  Planning  Review  Group  of  those 
few  top  officers  having  general  or  overall  responsibi lity 
for  corporate  performance  -  not  officials  with  operating 
responsibi lities  or  specialist  corporate  department  heads. 
Those  responsible  for  the  overall  performance  of  the  cor- 
poration must  be  the  participants .     Those  who  have  operat- 
ing responsibilities  or  those  who  are  corporate  staff 
specialists  cannot  perform  this  role.     They  will  inevitably 
make  the  strategic  plan  the  sum  of  all  parts  without  critical 
review  and  without  shaping  the  parts  into  a  balanced  cor- 
pora te  stra tegy . 
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(5)  Achieving  meaningful  personal  interface  between  the 
Corporate  Planning  Review  Officers  and  those  proposing 
operational  plans.     This  type  of  interface  is  of  critical 

■    importance .     Operations  submit  their  written  plans,  which 
are  read  by  the  Corporate  Review  Group  prior  to  the  oral 
session.     The  oral  sessions,  then,  are  very  informal , 
candid,  and  keyed  to  discussing  priority  areas  of  stra- 
tegic concern  or  opportunity  with  emphasis  on  what  has 
changed  significantly  from  a  year  ago. 

(6)  Concentrating  the  planning  focus  on  a  limited  number  of 
strategic  issues  which  have  significant  impact.  Attempt- 
ing a  detailed  assessment  of  all  issues  which  might  be 
relevant  to  corporate  performance  is  much  too  costly, 
and  time  consuming  for  top  executives.     More  important, 
this  type  of  proliferation  prevents  proper  concentration 
and  decisions  on  those  issues  which  are  of  critical 
importance. 

(7)  Keeping  the  planning  process  sufficiently  simple  and 
practical   to  maintain  the  understanding  and  full  involve- 
ment of  the  decision  makers.     This  means  ruthlessly 
limiting  the  inevitable  professional  planning  staff 
attempts  to  become  overly  academic  or  unduly  complex. 
Examples  are   (a)  the  eminently  logical  but  unrealistic 
encouragement  of  such  things  as  the  arraying  of  many 
alternative  strategies  which  were  discarded  in  selecting 
the  preferred  strategy  and  (b)   the  establishment  of  highly 
sophisticated  but  overly  complicated  computer  based  model- 
ing endeavors,  the  assumptions  for  which  are  neither  under- 
stood nor  participated  in  by  the  decision  makers.  We 
must  always  keep  clear  the  fundamental  purpose  of  stra- 
tegic planning .     It  is  to  provide  understanding  and  agree- 
ment on  basic  objecti ves  and  strategies ,  not  detailed 
strategies . It  is  to  achieve  a  relative  degree  of  comfort 
or  discomfort  between  corporate  and  operational  management 
and  their  proposed  plans.     It  is  to  assess  issues  such  as 
(a)  whether  the  corporation' s  direction  and  pace  is  ade- 
quate,  (b)  whether  responsibility  is  assigned  at  the  proper 
strategic  level,   (c)  to  isolate  and  address  the  major  areas 
of  longer  term  concern  or  opportunity  and  (d)  to  provide 
the  foundation  on  which  short  term  programming  (budgeting) 
can  be  determined . 

(8)  Making  judicious  but  increasing  use  of  "what  if  assumption 
planning ."     With  the  degree  of  volatility  and  uncertainty 
in  the  external  environment  currently ,  something  that  is 
likely  to  continue  in  the  future,  it  is  imperative  that 
corporations  be  able  to  anticipate  and  respond  promptly 

to  events  which  are  different  than  those  assumed  in  the 
basic  strategic  plan.     This  can  be  done,  within  the 
planning  process,  by  testing  alternative  assumptions . 
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These  tests  should  involve  issues  of  significant  impact 
only  and  must  be  kept  simple  and  within  the  understanding 
and  concurrence  of  the  decision  makers.     These  tests,  more 
often  than  not,  do  not  require  complex  computer  model 
exercises  which  are  quite  expensive  and  which  frequently 
cannot  be  justified  from  a  cost-benefit  standpoint . 

(9)     Understanding  clearly  that  the  written  plan,  while  an 
indispensable  part  of  strate gic  planning ,  is  far  less 
important  than  the  benefits  which  accrue  from  the  dis- 
cipline of  an  effective  planning  process  itself.  The 
primary  objective  of  a  planning  process,  contrary  to  a 
commonly  held  belief,  is  not  to  dev-lop  a  comprehensive 
corporate  plan.     A  properly  structured  planning  process 
provides  the  necessary  discipline  under  which  the  concepts 
discussed  in  numbers  1  through  8  above  are  forced  to  take 
place.     It  is  these  various  involvements  and  interfaces 
which  occur  during  the  planning  process  that  are  crucial 
to  strengthening  strategic  thinking ,  adequate  understand- 
ing and  upward  communication .     The  planning  process  we 
have  at  General  Mills,  though  far  from  perfect,  does 
accomplish  these  important  objectives . 

The  above  nine  fundamental  concepts,  which  because  of  space 
limitations  have  only  been  touched  on  briefly,  place  stress  on 

is  intentional  since  my  personal  experience  tells  me  that  ineffec- 
tive planning  processes  invariably  result  from  the  violation  of 
these  fundamental  planning  concepts.     The  least  successful  innova- 
tions in  planning,  I  have  found,  generally  involve  attempts  by 
professional  planners  to  develop  far  too  much  precision  too  far 
into  the  future.     Staff  developed  comprehensive  plans  or  blueprints 
usually  impede  rather  than  enhance  effective  strategic  planning . 
The  type  of  planning  which  violates  these  concepts  almost  always 
results  in  corporate  management  disappointment ,  disillusionment 
with  the  planning  process  and  replacement  of  the  professional 
planning  staff. 

Let  me  now  discuss,  much  more  briefly  than  is  adequate  for  this 
complex  issue,  the  relevance  of  these  corporate  planning  concepts 
to  strategic  planning  by  the  Federal  Government. 

Permit  me  first  to  explain  that  my  conclusions  have  not  been 
reached  without  having  the  benefit  of  reasonably  extensive 
involvement  in  the  public  sector.     I  have,  for  example,  spent 
more  years  of  involvement  with  public  sector  strategic  issues 
than  those  in  the  private  sector.     This  public  sector  involve- 
ment has  included  service  as  a  member  of  the  Minnesota  State 
Legislature ,  serving  as  Administrative  Assistant  to  a  Congressman 
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in  Washington ,  ten  years  as  the  Executive  Director  of  a  Civic 
Organization  which  devoted  its  entire  efforts  to  improving  the 
functioning  of  government  at  the  local  and  metropolitan  level, 
and  continuing  participation  during  the  past  nine  years  on 
these  public  sector  issues  on  a  volunteer  basis. 

Two  fundamental  assumptions  underlie  what  I  shall  discuss  and 
propose  in  the  following  paragraphs .     Under  different  assumptions 
my  proposals  would  be  inappropriate .     These  underlying  assumptions 
are: 

(1)  The  basic  concept  of  separation  of  powers  between  the 
Execu-i-i v^  Hnd  Legi slative  branch  of  the  governm.ent , 
which  is  embeded  in  our  whole  system,  is  sound  and  any 
strategic  planning  process  should  be  consistent  with 
this  concept. 

(2)  There  should  be  no  further  erosion  of  this  concept  by 
establishing  the  strategic  planning  process  independent 
from  the  Executive  branch  of  the  government . 

I  believe  that  each  and  every  business  planning  concept  which  I 
have  discussed  in  this  letter  applies  equally  to  planning  by  the 
Federal  Government.     In  reaching  this  conclusion ,  I  am  not  unmind- 
ful of  two  very  basic  differences  between  the  environment  of  a 
business  corporation  and  that  of  the  Federal  Go^^^ernment .  The 
private  for  profit  corporation  has  a  single  and  simple  unifying 
objective ,  which  is  profitability  or  what  we  generally  call  "the 
bottom,  line."    No  such  simple  quantifiable  objective  can  be  used 
in  public  sector  planning .     Second,  a  discipline  exists  in  the 
private  for  profit  corporation  reinforced  by  the  ability  of  the 
Chief  Executive  Officer  to  compel  compliance ,  at  least  within 
the  internal  corporate  decision  process.     In  the  public  sector 
the  separation  of  powers  concept  allows  no  such  easy  implementa- 
tion.    Both  of  these  differences  are  important  and  clearly  will 
make  public  sector  strategic  planning  ~rar  more  aifficult.  hut 
~Eney  present  no  insuperable  barriers  to  etff^ctive  utilization^ 
of  the  planning  concepts  which  I  have  described  and  which  I  am 
suggesting  are  equally  applicable  to  strategic  planning  by  the 
Federal  Government . 

Let  me  proceed  to  explain  specifically  why  I  believe  this  to  be 
true  and  how  these  concepts  ought  to  be  applied  by  the  Federal 
Government. 

(1)     The  Federal  Government  should  be  committed  to  a  decentral- 
ized approach  to  management ,  with  a  planning  system 
patterned  on  this  concept  of  management .     The  diverse 
business  segments  in  which  General  Mills  competes  as  well 
as  its  internal  organizational  structure  and  relationships 
■    is  not  unlike  that  of  the  Federal  Government .     The  Federal 
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Cabinet  departments  have  responsibilities  and  roles  not 
dissimilar  to  the  operations  and  the  specialist  corporate 
staff  departments  in  our  business .     The  responsibilities 
j\  given  to  state  and  local  governments  under  the  Federal 
'1  ^      grant  programs  can  be  likened  to  the  group  structure  and 
the  individual  operating  units  at  General  Mills.  There- 
fore, in  my  opinion,  the  fundamental  principles  of  decen- 
tralized management  are  as  applicable  to  the  Federal 
Government  as  they  are  to  our  corporation .     This  complex 
environment  simply  cannot  be  run  from  the  top.  Initiatives 
and  innovation  must  occur  at  the  level  where  policy  respon- 
sibility is  CO  be  implemented .     Accordingly ,  the  planning 
processes  should  support  this  decentralized  concept.  The 
planning  system  should  provide  for  the  development  of 
~strategTc  plans  by  units  such  as  the  state  and  local  govern- 
ment as  well  as  by  Cabinet  departments.     These  plans should" 
then  be  reviewed  and  responded  to."     innovation  and  differ- 
ing approaches  should  be  incented  unless  the  proposed 
approach  is  clearly  inconsistent  with  achieving  the  Federal 
policy  objectives .     Bureaucratic  and  detailed  rules  and 
operational  intervention  should  be  held  to  an  absolute 
minimum.     The  general  approach  of  Federal  Strategic  Planning 
should  be  one  of  review  and  response  to  plans  initiated  and 
developed  by  those  who  must  implement  Federal  policies  with 
broad  latitude  to  use  varying  strategies  as  long  as  they 
are  consj-stent  with  the  j-mploir^cntation  and  accotTtpl.i.^h^^ont 
of  the  general  policies  and  objectives . 

(2)     There  should  be  full  involvement  in  the  planning  process 
by  governmental  policy  officials ,  at  all  levels,  with  a 
relatively  low  degree  of  planning  being  done  by  professional 
planners .     Just  as  it  is  imperative  that  the  top  decision 
makers  at  General  Mills  be  involved  deeply  in  the  strategic 
planning  process,  the  same  must  be  the  case  in  Federal 
Strategic  Planning.     The  planning  responsibility ,  accord- 
ing ly^must_be_J^^  Further,   the  partici- 
pation within  the  White  House  must  be  by  those  who  have 
generalist  or  overall  responsibi lities .     Although  the  0MB 
wouldappear  to  be  a  logical  focus  for  Federal  Government 
VTannirfq ,   J  da_  not  favor_it.  since  it  is  seldom  effective 
to  combine  long  range  planning  in  the  same  organizational 
enti tq  which  has  responsibility  for  short  term  decisions . 
Jt  wolild  be  preferable  to  place  planning  responsibility  in 
the  domestic  council,  probably  using  the  Vice  President  as 
the  chief  planning  official.     However,  the  domestic  council, 
as  now  constituted,  is  not  appropriate  fbr'e'ff'ective  stra^ 
tegic  planTiin^.     Cabinet  officials ,  who  now  comprise  the 
membership  of  the  domestic  council,  are  specialists  in 
their  responsibilities ,  not  generalists ,  and  arc  subject 
to  the  same  criticism  I  raised  with  respect  to  corporate 
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specialist  staff  officers  at  General  Mills.     The  domestic 
council,  for  strategic  planning  purposes ,  must  be  comprised 
ot  generalist  public  officials  who  are  a  part  of  the  Office 
of  The  President^  and  supplemented  by  members,  appointed  by 
the  President,  who  have  no  other  governmental  responsibil- 
ities'. ~  * 


A  newly  elected  President  obviously  will  appoint  new 
members  to  the  domestic  council  which  in  turn  is  likely 
to  produce  changes  in  the  strategic  or  policy  plan.  This 
is  not  dissimilar  to  what  often  occurs  in  a  business  cor- 
poration under  a  new  Chief  Executive  Officer.  Congress 
can  Impact  on  the  policy  plan  and,  ly  j.t:solutioii ,  can 
evidence  its  dissent  to  certain  policies  and  its  unwilling- 
ness to  pass  legislation  to  implement  them.     In  making 
this  proposal,  let  me  re-emphasize  that  consistent  with 
the  traditional  concept  of  separation  of  powers,  my 
purpose  is  to  strengthen  strategic  planning  within  the 
Executive  branch  of  government  rather  than  to  establish 
an  independent  planning  agency  or  one  which  involves  both 
the  Executive  and  Legislative  branches. 

The  role  of  the  professional  planner  within  the  Federal 
Government  should  be  kept  under  careful  control .  The 
professional  staff  should  have  the  primary  '^^j>'r^7'vff  of 
getting  the  d^cis^on  ~c'.kcrs  m  the  Tedcxal  Govci'iir.i'Bnt  to 
plan,  rather  than  to  tnemselves  engage'  PYt/^nf^i  vpUj  in 
staff  planning .     The  role  outlined  earlier  in  this  letter 
for  tK& 'professional  planner  at  General  Mills  should  be 
similar  within  the  Federal  Government. 

(3)     Federal  planning  should  be  performed  on  a  continuing 
basis,  annually  updating  and  reassessing  -  not  a  plan 
set  in  concrete  for  a  fixed  period  of  years.  Planning 
by  the  Federal  Government  ought  to  be  thought  of  as  a 
continuing  process,  involving  updating  and  reassessing 
regularly .     Comprehensive  five  year  plans  with  fixed  dates, 
such  as  are  common  in  non-democratic  nations  are  neither 
useful  nor  appropriate  in  the  United  States.  Equally 
important,  the  process  should  be  an  evolving  one.  Concen- 
tration, at  least  initially ,  should  be  concerned  with 
determining  what  are  the  likely  longer  term  consequences 
of  a  continuation  of  present  policies  and  trends.  If 
either  the  direction  or  the  implications  are  considered 
to  be  inconsistent  with  what  is  desired,  then  the  stra- 
tegic planning  should  be  directed  to  ways  which  it  can 
best  alter  this  course.     In  other  words.  Federal  planning 
should  start  from  what  is  and  what,  as  a  practical  matter, 
is  likely  to  be,  not  from  dreams  of  what  should  be. 
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(4)  Achieve  meaningful  personal  interface  between  the  Federal 
policy  makers  who  conprise  the  planning  review  group  with 
those  assigned  the  responsibi lity  for  proposing  operational 
plans .     Informal  face-to- face  review  sessions ,  following 
familiarization  with  the  written  plans,  is  an  essential 
part  of  any  Federal  planning  process.     This  process  assures 
a  discipline .     The  quality  of  the  plans  can  be  assessed 
since  those  who  propose  them  must  be  prepared  to  explain 
and  defend  them.     It  provides  a  needed  forum  for  the 
exchange  of  views,  as  a  means  of  gaining  understanding  and 
interpretation  and  as  a  means  of  aiding  the  Federal  Review 
Group  in  becoming  relatively  comfortable  or  uncomfortable 
about  the  rcasonablencsc  of  the  sub  rtar.tive  conclusions. 
This  type  of  interface ,  most  importantly ,  provides  insight 
on  issues  which  have  broader  implications  than  the  purview 
of  any  single  area  of  planning  responsibility . 

(5)  Federal  Strategic  Planning  must  be  concentrated  on  a 
limited  number  of  strategic  issues,  each  of  which  has 
significant  impact.     At  least  in  the  early  stages  of  an 
evolutionary  Federal  Government  Planning  Process  primary 
emphasis  should  be  placed  on  agreeing  on  which  areas  are  to 
be  given  priority.     The  number  of  areas  can  be  expanded  as 
the  process  matures.     Otherwise  the  process  will  be  far 
too  complex  and  too  fragmented  for  an  effective  effort. 

(6)  Keep  the  planning  process  simple  and  practical  in  order 
to  maintain  the  understanding  and  involvement  of  the 
decision  makers.     Although  some  of  the  functional  plans 
obviously  must  extend  beyond  five  years    it  makes  a  lot 

of  sense  to  keep  the  overall  Federal  planning  to  a  limited 
period  such  as  five  years.     This  allows  concentration  on 
issues  which  extend  well  beyond  the  immediate  year  at  hand, 
while  at  the  same  time  keeping  the  planning  focus  within 
the  practical  horizon  of  elected  policy  leaders.     A  five 
year  planning  effort  reasonably  well  done  would  be  a  giant 
step  forward  and  should  be  given  priority  over  a  longer 
time  frame.     Once  five  year  planning  can  be  accomplished 
effectively ,  it  can  be  extended  as  a  logical  evolutionary 
step. 

(7)  Make  judicious  use  of  "what  if  assumption  planning . " 
This  type  of  alternative  assumption  planning  can  provide 
the  same  type  of  insights  which  we  find  valuable  at 
General  Mills.     Care  should  be  exercised  to  limit  these 
"what  if"  assumptions  to  areas  which  are  significant  and 
to  assure  that  they  become  no  more  complex  than  is  abso- 
lutely necessary . 
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(8)     Understand  clearly  that  development  of  the  written 

Federal  Strategic  Plan,  although  essential ,  is  far  less 
important  than  the  benefits  which  accrue  from  the  disci- 
pline of  the  planning  process  itself.     The  involvement ,  the 
interfaces ,  the  understandings ,   the  communications ,  and  so 
forth,  which  are  compelled  by  an  effective  strategic  plan- 
ning process  provide  the  most  important  benefits .     The  stra- 
tegic plan  serves  as  a  recording  or  a  compilation  of  the 
understandings  which  have  been  developed  through  this 
process  of  involvem.ent . 

Let  me  close  by  emphasizing  several  areas  of  deep  concern  in  any 
move  to  tormaiize  Federal  Government  Strategic  Planning .  These 
concerns  are  sufficiently  important ,  in  my  opinion,  as  to  make 
me  quite  apprehensive  about  how  formalized  Federal  Strategic 
Planning  might  actually  develop.     These  concerns  include: 

(1)  Most  of  the  benefits  of  Federal  Strategic  Planning ,  under 
the  suggested  concepts  I  have  proposed ,  can  be  obtained 
without  formal  congressional  action.     There  is  nothing  to 
prevent  the  President  from  establishing  a  formal  planning 
process  of  the  type  which  we  undertake  at  General  Mills. 
Congress ,  by  performing  its  own  analysis ,  by  asking  the 
right  questions  when  reviewing  the  President ' s  proposals , 
and  by  insisting  on  needed  longer  term  information  can 
assure  itself  that  effective  Executive  branch  strategic 
planning  is  actually  being  performed . 

(2)  It  is  imperative  that  noncareer  public  servants ,  supple- 
mented by  individuals  who  have  no  other  governmental 
responsibilities ,  play  the  key  policy  roles  in  the  stra- 
tegic planning  process.     My  own  personal  experience  with 
career  public  servants  leads  me  to  be  cautious  in  encourag- 
ing formal  strategic  planning  by  career  public  servants 
without  adequate  safeguards.     Many  of  these  career  public 
servants,  by  their  decision  to  select  government  service 
rather  than  private  sector  employment ,  reflect  their  lack 
of  confidence  in  the  competitive  enterprise  system  under 
which  people  manifest  their  preferences  through  market 
decision  within  general  policies  established  and  enforced 
by  the  government.     Career  public  servants,  more  often 
than  not  seem  inevitably  to  want  to  manage  or  control  in 
detail  these  decisions  through  intervention  by  the  public 
sector.     This  degree  of  overmanagement  by  the  public  sector, 
in  my  judgement ,  is  inconsistent  with  the  desires  of  the 
vast  majority  of  private  citizens . 

(3)  Once  policy  or  strategic  planning ,  on  a  formalized  basis, 

is  effectuated  within  the  Federal  Government  there  is  likely 
to  be  a  natural  tendency  to  develop  plans  in  a  precise  and 
determining  sense.     A  compulsion  to  manage  and  control 
private  sector  decisions  rather  than  to  find  ways  to  incent 
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or  disincent  those  which  are  inconsistent  with  sound 
public  policy  planning  is  not  unlikely .     Federal  policies, 
on  the  contrary,  should  be  directional  and  general  and 
should  exert  the  least  amount  of  specific  management  inter- 
vention which  is  consistent  with  implementation  of  the 
general  policies.     The  proposed  legislation  which  I  have 
seen  manifests  some  of  these  tendencies . 

(4)  My  experience  has  led  me  to  believe  that  public  sector 
planning  invariably  places  primary  emphasis  on  the 
establishment  of  professional  standards  as  the  means  of 
measuring  effective  performance .     With  each  passing  year 
I  am  uore  than  ever  convinced  that,  though  it  is  imper- 
fect and  imprecise ,  the  best  measure  of  effectiveness 
results  by  giving  the  user  of  services  alternative  choices 
of  providers  of  these  services      When  public  services  are 
provided  solely  by  public  servants  no  such  visible  alter- 
native choice  is  possible ,     The  standard  of  measure,  there- 
fore, can  only  be  through  the  means  of  professional  stan- 
dards.    Visible  competitive  alternatives  incent  innovation 
and  allow  market  preferences  to  be  manifested .     The  pro- 
vider that  is  preferred  by  the  consumer  of  these  services 
evidences  growth  which  in  turn  incents  the  alternate  pro- 
vider who  is  not  preferred  to  become  more  competitive . 
This,  in  most  cases,  is  a  preferable  test  of  effectiveness 
and  rospcnsxvoness  th^'^  can  be  obtained  throi^gh  th^  utj.lz^^a~ 
tion  of  professional  standards.     My  point  is  that  we  should 
consciously  avoid  monopolistic  public  sector  performance 
wherever  there  is  any  practical  alternative . 

(5)  As  is  frequently  the  case  when  a  business  corporation  begins 
formal  strategic  planning,  unrealistic  expectations  arise. 
Far  too- much  is  expected  and  particularly  too  soon'.  Any 
formal  strategic  planning  process,  whether  in  the  private 
or  public  sector,  is  an  evolutionary  process.     Even  more 
important  than  this,  is  the  understanding  that  the  failure 
of  public  sector  performance  to  meet  expectations  is  not 
most  importantly  due  to  poor  strategic  planning.  Rather, 

it  results  from  the  inability  of  elected  officials  to 
propose  or  vote  for  the  solutions  which  they  know  are 
sound  and  consistent  with  long  term  strategic  policies 
because  of  political  short  term  pressures .     In  other  words, 
elected  officials  more  often  than  not  know  what  ought  to 
be  done  but  they  are  unwilling  or  unable  to  do  so  because 
of  the  fear  of  adverse  political  consequences .  Public 
sector  strategic  planning ,  no  matter  how  well  conceived , 
will  always  be  subject  to  these  realities  and,  consequently , 
expectations  of  the  progress  that  will  result  from  sound 
strategic  planning  must  be  kept  realistic . 
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I  hope  you  will  find  this  response  to  your  questions  useful  to 
your  deliberations .     Let  me  emphasize  again  that  there  is  no 
one  right  way  to  plan  strategically  and  I  have  not  attempted 
to  propose  a  specific  planning  process.     Instead,  I  have 
attempted  to  stress  the  essential  underlying  concepts  which  I 
believe  to  be  fundamental  to  any  effective  formal  strategic 
planning  process.     Specific  proposals  should  be  tested  to 
determine  whether  they  are  supportive  of  these  concepts  or 
whether  they  violate  them. 

As  I  suggested  at  the  beginning  of  this  letter,  the  questions  and 
issues  you  have  raised  are  exceedingly  complex  and  require  far 
more  detailed  discussion  than  can  be  developed  in  a  concise 
written  response .     For  this  reason  I  would  welcome  an  opportunity 
to  discuss  these  concepts  orally  and  to  respond  to  your  questions 


VCJ/ch 
Enclosures 


cc:     James  W.  Spensley 

Counsel  to  the  Subcommittee 
on  Fisheries  and  Wildlife 
Conservation  and  the  Environment . 
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GENERAL  MILLS,  INC. 
STATEMENT  ON  CORPORATE  PLANNING 


The  covering  letter  to  which  this  statement  is  attached  provides  answers  to 
questions  7  and  8.    This  statement  develops  a  brief  written  answer  to  your 
specific  questions  1-6  and,  in  some  cases,  provides  a  page  reference  to  our 
Corporate  Planning  Manual.    We  have  enclosed  a  copy  of  our  Manual  in  order 
to  give  you  a  more  detailed  description  of  the  General  Mills  planning  process. 


Q''E£TION  1:  PHILOSOPHY 


A  statement  of  our  planning  philosophy  can  be  found  on  pages  1-2  of 
the  manual  as  well  as  in  the  letter  to  which  this  memorandum  is  attached. 
As  a  decentralized  consumer  product/service  company  which  operates  in  a 
variety  of  businesses  such  as  food,  apparel,  toys,  restaurants,  furniture, 
travel,  and  specialty  chemicals,  we  have  found  it  desirable  to  incent 
individual  operations  to  keep  up  with  changing  business  environments  and 
uncertainties  of  the  future  as  they  might  pertain  to  their  respective 
businesses. 

QUESTION  2:  ORGANIZATION 

Pcigcs  3"^  '"^f  the  Mciriual  speaks  *c  ^hc  GMI  crga'^iz^tici  for  plaining  at 
the  corporate  level.    Briefly  stated,  the  Corporate  Planning  Department 
consists  of  five  individuals  who  report  directly  or  indirectly  to  the  Vice 
President  and  Director  of  Corporate  Planning  who,  in  turn,  reports  to  the 
Vice  Chairman  of  the  Board  and  Chief  Development  and  Financial  Officer. 
At  the  operational  level,  a  variety  of  organizational  structures  exist. 
The  Chief  Operating  Officer  usually  seeks  assistance  from  the  controller 
and  marketing  staffs  in  preparing  the  operational  plan.    Most  operations 
do  not  employ  full  time  professional  planners  and  none  serve  on  the 
corporate  staff. 

Central  corporate  management  has  responsibility  for  establishing  objectives 
in  four  broad  areas:  (1)  stockholder  objectives,  (2)  consumer  objectives, 
(3)  societal  objectives,  and  (4)  employee  objectives. 

To  establish  objectives  in  these  areas,  corporate  management  must  review 
each  division  or  group  plan,  decide  how  to  allocate  resources,  and  consider 
the  implications  of  future  trends  in  current  businesses. 

Alternatively,  GMI  line  management  is  incented  to  propose  strategies  for 
meeting  growth  objectives  consistent  with  corporate  guidelines  and  within 
a  specific  charter  area. 

Since  we  don't  employ  planners  as  such,  each  chief  operating  officer  is 
asked  to  present  his  plan  both  orally  and  in  written  form  directly  to  the 
Corporate  Review  Group.    Corporate  Management,  in  turn,  presents  the  Plan 
to  the  Board  of  Directors. 
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STATEMENT  OF  CORPORATE  PLANNING 
Page  Two 


The  Corporate  Planning  Department  serves  as  coordinator  for  operational 
planning  efforts.    It  prepai'es  the  timetable,  formats  the  financial 
schedules,  and  sets  up  the  oral  review  sessions.    It  also  provides 
counsel  to  operating  units  in  instances  where  they  seek  assistance  in 
improving  their  planning  processes. 

QUESTION  3:    TIME  FRAME 

The  GMI  planning  horizon  is  five  years  because  we  generally  find  that 
a  majority  of  our  new  product  plans  can  move  from  a  concept  state  to 
maturity  within  that  time  frame.    In  addition,  we  believe  that  it's 
difficult  to  make  meaningful  projections  over  a  time  period  greater 
than  five  years.    We  prefer  to  have  some  concentrated  attention  directed 
toward  the  first  two  or  three  years  of  the  planning  period  and  somewhat 
less  precise  strategic  attention  directed  toward  the  later  years  of  the 
planning  horizon  rather  than  some  fuzzy  thinking  applied  over  a  ten  year 
period  where  little  use  can  be  made  of  the  results. 

Page  8  of  the  GMI  Planning  Manual  contrasts  our  short  term  budgets  and 
long  term  plans.    Separate  corporate  staff  departments  coordinate  the 
efforts.    Our  budgets  are  used  as  control  techniques  whereas  our  plans 
are  not  viewed  as  firm  commitments  to  future  performance. 

Cur  planning  process  is  reviewed  on  an  annual  basis  and  minor  changes 
in  emphasis  are  usually  incorporated  into  each  year's  plan.    The  basic 
structure  remains  constant  from  year-to-year,  but  specific  requirements 
for  a  given  year  will  vary. 

QUESTION  4:    FORECASTING  METHODS 

At  the  corporate  level,  previously  published  environmental  and  economic 
forecasts  are  assembled  into  a  consensus  which  is  designed  to  be  used  by 
operations  as  a  guide  for  planning.    We  do  not  forecast  ourselves,  but 
utilize  a  variety  of  governmental  data  sources  and  private  services.  We 
have  found  most  of  these  sources  adequate  for  our  needs. 

At  the  operating  level,  our  separate  businesses  are  free  to  adopt  any 
forecasting  method  which  meets  their  specific  needs.  Many  operations 
have  constructed  models  which  accept  various  forecasts  as  part  of  the 
inputs.  It's  difficult  to  assess  the  adequacy  of  specific  operational 
forecasting,  however,  over  the  years  we  have  found  a  reasonably  close 
correlation  between  the  aggregate  financial  forecasts  and  actual  results. 

QUESTION  5:    PLANNING  METHODS 

Pages  6-7  and  9-23  describe  our  planning  methods  in  some  detail. 

In  most  years  we  incorporate  some  measure  of  contingency  planning  or 
"what-ifing"  as  a  means  of  assessing  the  financial  impact  of  a  modifi- 
cation of  strategies. 
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STATEMENT  OF  CORPORATE  PLANNING 
Page  Three 


We  ask  operations  to  give  us  a  single  "best  estimate"  rather  than  a 
range  on  the  financial  impact  of  their  proposed  strategies. 

We  employ  a  very  simple  computer  model  at  the  corporate  level  to 
assess  the  impact  of  a  variety  of  input  changes.    In  no  sense  is  this 
model  a  construct  of  our  separate  businesses.    We  don't  second  guess 
individual  plans  but  test  the  sensitivity  of  a  modification  in  corporate 
totals. 

In  our  view,  the  problems  of  uncertainty  and  rapid  change  can  most 
meGningfully  be  handled  with  methods  which  are  fcundc ticncd  in  the 
present  environment  and  contain  a  clear  indication  of  specific  elements 
which  are  most  likely  to  have  a  significant  future  impact.    The  main 
problem,  of  course,  is  to  properly  identify  those  elements  which  are 
most  likely  to  be  relevant.    As  a  company,  GMI  struggles  with  this 
issue  just  like  everyone  else.    We  haven't  .found  the  perfect  system  yet. 

QUESTION  6:    NON-ECONOMIC  FACTORS 

Non-economic  factors  are  considered  as  a  part  of  the  GMI  planning  process 
in  two  major  areas:    "Focus  On  Tomorrow"  and  Corporate  Responsibility 
Planning. 

The  Planning  Manual  contains  q  copy  of  our  internal  p'jblicaticr:  entitled 
"Focus  On  Tomorrow."    It  contains  information  on  demographic  patterns, 
lifestyle  and  social  trends,  consumer  purchasing  trends,  retailing  trends, 
and  governmental  and  social  pressures  on  business.    Each  operation  is 
asked  to  relate  these  trends  to  their  particular  business  and  comment 
on  the  impact  of  the  more  significant  factors. 

A  brief  statement  and  example  of  our  Corporate  Responsibility  planning 
is  found  on  pages  33-36  of  the  Manual.    This  type  of  non-financial 
planning  represents  an  attempt  to  bring  unquantified  concerns  to  top 
management's  attention  for  review  and  direction. 

QUESTION  7:    PLANNING  INNOVATIONS 

Discussed  in  the  letter  to  which  this  memorandum  is  attached. 

QUESTION  8:    APPLICATIONS  TO  FEDERAL  GOVERNMENT 


Discussed  in  the  letter  to  which  this  memorandum  is  attached. 
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GENERAL  MILLS  STRATEGIC  PLANNING  PHILOSOPHY 


As  Viewed  by  Jim  McFarland 

Strategic  Planning  is  an  essential  ingredient  to  the  success  of  General  Mills. 
The  development  of  long  range  plans  upon  which  corporate  strategy  is  built  is 
a  continuous  process,  although  formally  it  occurs  within  General  Mills  but  once 
a  year.    It  permits  corporate,  division  and  operations  managers  to  collectively 
stretch  their  thinking  about  the  longer  tenn  opportunities  and  threats  that 
exist  in  the  competitive  environment  and  to  weigh  alternatives  and  develop 
strategies  for  successful  competition  in  that  environment.    The  success  of  this 
effort,  which  is  a  major  undertaking  at  General  Mills,  lies  in  the  strong  belief 
of  your  management  group  that  thr:  consumer's  knowledge  and  expectations  are  ris- 
ing so  fast  that  in  order  for  this  corporation  to  continue  to  deliver  good  cus- 
tomer value  and  competitive  profits,  more  than  a  casual  attempt  must  be  made  to 
understand  these  changes  and  the  required  responses  of  management.  Furthermore, 
the  Corporate  Plan  which  evolves  from  the  long  range  planning  process  is  not  a 
thick  bound,  multi-colored  report  to  be  placed  on  an  oak  credenza  to  collect 
dust.    Instead  it  is  a  concise,  straightforward,  working  paper  that  will  undergo 
annual  revision  in  recognition  of  major  changes  in  key  environmental  factors. 


As  Viev.'cd  by  J1m  Sutler 

We  can  define  Strategic  Planning  as  "a  comprehensive  mobilization  of  relevant 
data  about  a  company  and  its  economic  environment— past,  present,  and  future— 
and  its  organization  in  a  coordinated  way  for  the  attainment  of  specific  goals," 
The  challenge  of  planning,  however,  lies  not  in  the  process  of  attaining  goals, 
but  in  setting  them.    Our  plans  and  goals  vary  with  the  nature  of  each  operation's 
business,  as  they  must,  but  the  critical  factor  is  estiabl ishing  the  right  goals  for 
each  and  gaining  acceptance  and  support  within  the  company  for  these  goals.  Only 
in  this  way  can  General  Mills  continue  to  meet  t^e  challenges  of  the  future. 


As  Viewed  by  Bob  Kinney 

Strategic  Planning  allows  operations  the  opportunity  to  get-av/ay  from  day-to-day 
problems,  assess  the  competitive  environment,  and  develop  programs  needed  to  compete 
and  grow.    It  is  the  key  to  success,  but  is  only  as  good  as  the  commitment  to 
achieve--a  conmitment  attained  through  the  planning  interlock  among  everyday 
operations,  operating  managers,  and  top  management.    Overlaying  long  range  plans 
on  the  company's  financial  structure  provides  a  perspective  to  better  allocate 
GMI's  resources,  the  critical  function  of  top  management  in  our  quest  for  con- 
tinued success. 


Chairman  of  the  Board  and 
Chief  Executive  Officer 


James  A,  Summer 
Vice  Chairman  of  the  Board  and 
Chief  Development  and  Financial  Officer 


E.  Robert  Kinney 

President  and  Chief  Operating  Officer 
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HISTORY  OF  CORPORATE  STRATEGIC  PLANNING  AT  GMI 

Formal  Corporate  Planning  at  General  Mills,  Incorporated  began  in  the  mid-1950's 
when  then  President  Charles  Bell  formed  the  Commercial  Development  Department.  The 
company's  first  long-range  plan  was  published  in  September,  1956,  as  a  one-time 
look  at  GMI's  future.    Historical  data  covered  sales,  earnings,  and  ROI  for  the 
company's  divisions.    Sales  and  earnings  forecasts  ran  through  1965.  However, 
the  total  plan  covered  only  19  pages.    Activities  of  the  department  at  this  time 
included  economic  forecasting,  industry  and  product-market  analyses,  and  searches 
for  acquisitions,  primarily  in  supermarket  products. 

General  Edwin  Rawlings  succeeded  Bell  as  President  in  1961.    Under  Rawlings' 
direction  GMI  began  a  major  diversification  into  non-food  areas  and,  in  addition, 
divested  some  divisions.    Playing  a  major  part  in  this  effort  was  the  Commercial 
Development  Department,  whose  role  and  function  changed  under  Rawlings.  Accompany- 
ing the  change  in  purpose  and  operation  was  a  change  in  name,  to  the  Corporate 
Development  and  Planning  Department.    During  this  time  strategic  planning  became 
more  formal,  assuming  a  heavy  operations  research  orientation.  Nonetheless, 
planning  was  very  decentralized.    The  Department  largely  coordinated  planning  and 
consolidated  and  summarized  operations  plans.    In  addition,  it  identified  growth 
areas,  developed  economic  forecasts,  and  directed  acquisition  and  venture  activity. 
There  was  close  linkage  between  market  development,  consumer  research,  acquisition- 
venture  activity,  and  long  range  planning.    During  the  mid-1960's,  planning  also 
began  to  expand  its  scope  by  examination  of  non-economic  environmental  trends. 

Acquisition-venture  activities  and  planning  were  split  in  1965,  and  the  planning 
and  environmental  analysis  functions  became  the  Corporate  Planning  Department. 
James  P.  HcFarland  succeeded  Rawlings  in  1967,  then  became  Chairman  and  Chief 
Executive  Officer  in  1971.    Under  his  direction  General  Mills  has  completed  a 
major  stage  in  its  non-food  diversification  and  is  building  on  that  base.  Cor- 
porate Planning  has  played  a  major  role  in  these  efforts.    The  Corporate  Planning 
Department  during  this  period  has  strengthened  its  two  major  functions  --  coordina- 
tion of  strategic   planning  and  undertaking  developmental'planning-economic  analysi 
--  and,  in  addition,  has  assumed  an  expanded  advjsory  role  to  corporate  management. 

Long  range  planning  has  taken  on  an  increasingly  strategic  character  and  is  now 
separated  from  the  budgeting  process  and  Operations  Plans  (the  long  range  plans 
of  strategic  business  groups)  are  used  as  the  strategic  foundation  for  Spring 
Programs.    Activities  are  more  systematized  (but  not  as  oriented  toward  use  of 
sophisticated  quantitative  techniques)  yet  remain  decentralized  in  character. 
Oral  reviews,  bringing  together  top  corporate,  divisional,  and  operating  manage- 
ment have  become  an  important  part  of  the  annual  Fall   (strategic)  Planning 
process.    Corporate  level  long  range  financial  planning  has  evolved  from  a 
summation  of  operating  financial  schedules  to  a  system  utilizing  discounts  to 
assess  the  degree  of  business  risk  in  various  operations.    Some  staff  groups 
also  submit  plans  for  "nonfinancial "  areas,  providing  inputs  to  set  corporate 
objectives  for  consumers,  employees,  and  society. 

Developmental  planning  has  evolved  to  the  level  of  researching  environmental 
trends  of  importance  to  broad  sectors  of  GMI.    Analysis  of  economic  and  life- 
style trends  occurs  on  an  on-going  basis,  supplemented  by  special  studies  for 
corporate  management.    Output  varies  in  form  from  the  monthly  newsletter  FOCUS 
ON  TOMORROW  to  in-depth  studies  on  a  given  topic.    Environmental  trends  are 
linked  to  the  strategic    planning  process  througli  an  annual  fall  conference, 
featuring  eminent  speakers  on  important  topics  of  general  concern. 
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FUNCTION  AND  ROLE  OF  THE  CORPORATE  PLANNING  DEPARTMENT 

The  basic  responsibility  of  the  Corporate  Planning  Department  is  to  provide 
staff  assistance  to  corporate,  division,  and  staff  department  management  in 
the  strategic    planning  process,  in  ongoing  strategic  decision  making,  and 
in  evaluating  new  business  opportunities.    The  function  of  the  Corporate 
Planning  Department  is  to  stimulate  greater  thought  about  the  future  in  the 
key  job  of  setting  objectives  and  developing  strategies  for  their  fulfillment 
at  all  levels  of  management--not  only  for  long  range  planning  but  also  on 
strategic  issues  and  on  new  business  development.    In  performing  this  task, 
the  Department  functions  in  a  coordinating,  catalytic,  focusing,  stimulative, 
and  communicative  role. 

In  keeping  with  the  fact  that  GMI  is  a  decentralized  corporation  with  a  wide 
variety  of  different  businesses,  the  Corporate  Planning  Department  does  not 
do  planning.    Rather,  its  primary  role  is  to  stimulate  each  operation  to  do 
effective  planning  for  its  own  activities  then  to  assist  corporate  management 
in  coordinating  the  development  of  an  integrated  corporate  plan. 

The  organization  and  reporting  relationships  of  the  Corporate  Planning  Depart- 
ment are  shown  in  Exhibit  I  and  the  major  responsibilities  of  the  Department 
are  summarized  below: 

Exhibit  I 


Chairman  of  the  Board 
and 

Chief  Executive  Officer 


Vice  Chairman  of  the  Board 
and  Chief  Development 
and  Financial  Officer 


Vice  President 
and  Director  of  Corporate  Planning 


Manager  of 

Long  Range  Planning 


Manager  of  Developmental  Planning 
and 

Economic  Analysis 


Assistant  to  VP 
and  Director 
of  Corporate  Planning 


Coordinator 


Coordinatoi 
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Coordination  of  the  Strategic  Planning  Process. 

The  Corporate  Planning  Department  coordinates  the  formal  planning  process 
throughout  the  corporation.    The  Department  does  not  itself  plan  for  the 
corporation,  but  rather  serves  as  a  catalyst  in  the  planning  process.  Long 
range  planning  at  General  Mills  is  a  disciplined,  decentralized  process  which 
recognizes  future  environmental  and  competitive  trends,  takes  into  account 
operations  strengths  and  weaknesses,  formulates  objectives  and  determines 
appropriate  strategies.    Thus  planning  is  the  responsibility  of  every  division 
and  staff  department  throughout  GMI;  the  combined  efforts  of  these  activities-- 
under  the  coordination  of  the  Corporate  Planning  Department--results  in  the 
Corporate  Strategic  Plan. 


Developmental  Planning  and  Economic  Analysis 

Another  major  function  of  the  Corporate  Planning  Department  is  to  perform 
economic  analysis  and  assist  in  counseling  management  on  the  overall  develop- 
ment of  the  corporation.    It  is  responsible  for  examining  problems  or  oppor- 
tunities affecting  GMI's  development  and  communicating  recommendations  on  how 
to  deal  with  particular  problems  and  maximize  opportunities. 

One  of  the  ways  the  Department  seeks  to  perform  this  role  is  through  the 
coordination  of  environmental  data.    In  this  vein,  it  encourages  and  provides 
assistance  to  all  man^genent  le^'els  in  devslcpi nc  systems  for  analyzing  envision" 
mental  trends  and  relating  them  to  their  activities.    It  stimulates  the  inclu- 
sion of  environmental  considerations  both  as  an  integral  part  of  formal  planning 
and  the  reliance  of  them  in  day-to-day  decision  making.    One  means  by  which  the 
Department  stimulates  thought  on  environmental  trends  is  through  publication  of 
the  series  FOCUS  ON  TOMORROW.    Each  issue  analyzes  the  longer  term  trends  of  a 
subject  relevant  to  General  Mills  and  relates  the  trends  to  the  corporation. 
Past  issues  of  FOCUS  ON  TOMORROW  have  covered  such  subjects  as  the  changing  role 
of  women,  the  longer  term  outlook  for  energy  in  the  U.S.,  growing  interest  in 
obtaining  better  value,  the  longer  term  outlook  for  food  outlays,  the  growing 
single  young  adult  market,  and  the  outlook  for  inflation. 

The  Department  also  stimulates  thought  on  key  longer  term  environmental  trends 
by  sponsoring  management  conferences  periodically.    Recent  management  confer- 
ences have  focused  on  changing  American  lifestyle  and  economic  patterns  in  the 
1970s,  key  issues  in  the  longer  term  environment  and  changing  trends  in  retailing. 
Speakers  have  included  Management  Consultant  Peter  Drucker  and  Daniel  Yankelovich, 
analyst  of  socio-psychological  trends. 

Another  way  in  which  the  Department  assists  in  the  coordination  of  the  overall 
development  of  the  corporation  is  in  the  identification  and  analysis  of  new 
business  opportunities.    Corporate  Planning  gives  counsel  to  all  levels  of 
management  as  appropriate  in  the  development  of  new  business  opportunities. 
This  function  may  take  the  form  of  supplying  relevant  environmental  data,  help- 
ing develop  strategies  to  enter  new  areas,  reacting  to  specific  proposals,  or 
assisting  in  refining  presentations  of  new  concepts  to  higher  management.  In 
addition,  the  Department  assists  top  management  in  evaluating  proposed  oppor- 
tunities and  in  making  recommendations  on  the  advisability  of  implementing  new 
business  programs. 
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The  Corporate  Planning  Department  also  serves  as  a  center  for  communicating 
information  on  longer  term  environmental  trends.    Subscriptions  to  outside 
research  and  forecasting  services  assist  the  Department  in  performing  this 
function.    Among  the  services  that  are  available  include  Stanford  Research 
Institute,  The  Conference  Board,  the  Retail  Intelligence  System,  and  the  MIT 
Industrial  Liaison  Program.    In  order  to  facilitate  the  informational  gather- 
ing efforts  of  operations  and  other  staff  departments,  the  Corporate  Planning 
Department  prepares  and  distributes  periodically  an  Environrental  Reference 
Index  which  lists  the  various  subjects  on  which  secondary  data  exists  through- 
out the  company. 

Pf rform  Special  Studies  and  Provide  Counsel  to  Management 

The  third  major  function  which  the  Corporate  Planning  Department  performs  is 
that  of  providing  management  with  analysis  and  counsel  as  a  part  of  the  ongoing 
strategic  decision-making  process.    The  nature  of  this  function  varies  with  the 
requirements  of  management.    For  example,  sometimes  it  takes  the  form  of  analyz- 
ing proposals,  trends,  or  problems  which  are  referred  to  the  Department  by  top 
management.    Other  times  it  provides  informal  counsel  to  all  levels  of  manage- 
ment requesting  assistance  in  dealing  with  strategic  issues.    Still  other  times 
it  brings  to  management's  attention  issues  which  the  Department  finds  to  be  of 
strategic  concern  to  the  corporation. 
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STRATEGIC  PLANNING  PROCESS 

There  are  seven  major  steps  in  the  strategic,  planning  process  at  General 
Mills.    Sequentially,  they  are  as  follows:    (1)  preparation  and  issuance 
of  planning  instructions  and  schedules,  (2)  preparation  and  issuance  of  a 
long  range  economic  and  business  trend  analysis,  (3)  receipt  and  analysis  of 
operations  plans,  (4)  summarization  and  presentation  of  the  preliminary  con- 
solidated plan  to  corporate  management,  (5)  discussion  of  individual  operations 
plans  between  corporate  and  operational  management,  (6)  presentation  of  the 
revised  consolidated  plan  to  thp  Rnflrd  of  Directors  for  approval,  and  (7) 
communication  of  the  approved  Corporate  Plan  to  operational  management.  The 
planning  process,  thus,  can  be  diagrammed  as  shown  in  Exhibit  2,  according 
to  major  events  and  their  relative  time  of  occurrence: 

Exhibit  2 


Plan 

Instructions 
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Economic  & 
Business 
Trend  Analysis 


Oct. -Nov. 


Receipt  & 
Analysis  of 
Operations'  Plans 


November 


Presentation  of 
Prel  iminary 
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Corporate- 
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Mgt.  Review 
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Presentation 
To  Board  of 
Directors 


February 


Communication 
of  Approved 
Corporate  Plan 


The  above  diagram  suggests  several  points.    First,   strategic  planning  is  a. 
major  undertaking.    More  than  six  months  each  year  are  devoted  to  the  prepara- 
tion, analysis,  review,  evaluation,  and  communication  of  long  range  plans.  More- 
over, there  is  a  good  deal  of  high-level  involvement  in  the  discussion  and  evalua- 
tion of  operations  plans.    Almost  six  weeks  of  in-depth  exchange  of  ideas  between 
corporate  and  operations  management  is  spent  discussing  objectives,  strategies, 
and  policy  in  broad  and  specific  areas  of  concern  to  the  continued  growth  of 
the  fi  rm. 

Another  point  the  diagram  illustrates  is  that  the  basic  approach  to  strategic 
planning  is  systematic.    The  Corporate  Planning  Department  launches  the  planning 
process  by  distributing  a  set  of  instructions  which  establish  a  planning  frame- 
work.   The  instructions  communicate  the  expectations  of  corporate  management  in 
regard  to  the  organization,  content,  and  assumptions  of  operations  plans.  In 
addition,  a  timetable  for  the  submission  and  review  of  plans  is  included  along 
with  forms  that  are  used  for  transmitting  financial  data.    To  assist  in  the 
preparation  of  planning  assumptions,  the  Corporate  Planning  Department  also  pre- 
pares and  distributes  annually  an  economic  and  business  trend  analysis  which 
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summarizes  most  of  the  major  changes  expected  to  occur  in  demographic  patterns, 
lifestyles,  consumer  attitudes,  price  levels,  spending  trends,  government 
polidy,  and  industrial  competition.    This  analysis,  termed  "A  Bread  Outlook  for 
the  Coming  Decade"  is  published  in' an  issue  of  FOCUS  ON  TOMORROW.    It  updates 
and  summarizes  a  more  comprehensive  look  at  these  trends,  published  and  dis- 
tributed as  the  Business  Environment  Summary. 

Still  another  point  the  diagram  illustrates  is  that  the  approach  to  strategic 
planning  is  "bottom-up."    "Bottom-up"  planning  is  the  approach  to  planning 
where  planning  activity  begins  at  the  lower  end  of  the  organizational  hierarchy, 
proceeding  to  the  top  through  several  echelons  of  management.    Operations  ob- 
jectives, strategies,  and  policy  are  determined  at  that  level.  Corporate 
moage-ont,  through  the  Corporate  Planning  Department,  issues  very  broad  direc- 
tions, delegating  determination  of  objectives  and  formulation  of  strategy  as 
far  down  the  organization  hierarchy  as  sound  judgment  indicates.    The  role  of 
the  Corporate  Review  Group  (consisting  of  the  Chairman  and  Chief  Executive 
Officer,  the  Vice  Chairman,  the  President  and  Chief  Operating  Officer,  and 
selected  operational  and  staff  officers)  is  to  review  these  objectives  and 
strategies  for  consistency  with  the  external  environment  and  for  consistency- 
with  overall  corporate  objectives. 

Finally,  the  diagram  illustrates  that  there  is  communication  back  to  operations 
regarding  decisions  made  by  corporate  management  as  a  result  of  issues  dis- 
cussed in  the  review  sessions,    A  final  Corporate  Plan  is  published  summarizing 
overall  corporate  objectives,  major  strategies,  and  assignment  of  responsibilities 
for  the  achievement  of  these  objectives. 

The  Corporate  Planning  Department  maintains  responsibility  for  reviewing  and  up- 
dating the  planning  process  on  an  annual  basis.    Financial  schedules  and  points  of 
strategic  emphasis  are  changed  from  year  to  year  within  an  overall  frame  work  which 
remains  relatively  constant. 


70-315  O  -  76  -  16 
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A  COMPARISON  OF  SPRING  PROGRAMMING  AND  STRATEGIC:  (FALL)  PLANNING 

Spring  Programming  and  Fall  Planning  are  General  Mills'  two  major  corporate- 
wide  planning  undertakings.    Though  they  differ  with  respect  to  fundamentals, 
there  are  several  similarities  between  Spring  Programming  and  Fall  Planning. 
Both  planning  efforts  are  coordinated  by  corporate  staff  departments.  Also, 
both  occur  annually.    In  addition,  there  is  major  involvement  by  corporate, 
division,  and  operations  management  in  both  Spring  Programming  and  Fall  Planning. 

However,  there  are  several  major  differences.    Among  them  are  the  following: 

1.  Different  time  horizons. 

2.  Different  requirements  for  detail. 

3.  Different  irionitoring  and  control  techniques. 

Spring  Programming  constitutes  GMI's  budgeting  process.    During  the  process, 
detailed  financial  projections  for  the  next  two  fiscal  years  are  made  and  agreed 
upon  by  corporate  and  operations  management.    Projections  of  sales,  unit  volume, 
profit,  fixed  assets,  working  capital,  and  cash  flow  are  made,  along  with  pre- 
cise breakdowns  of  expenditures.    Short-term  objectives  and  action  plans  are 
also  included  in  the  programs  along  with  estimates  of  personnel  needs.  The 
Spring  Program  process  is  coordinated  by  the  Corporate  Analysis  Department.  The 
Department  analyzes  and  consolidates  operations  programs  and  other  inputs  in. order 
to  determine  the  next  year's  actual  operating  budget  for  a  given  operation  and 
the  corporation  in  total.    Compensation  is  tied  formally  to  achievement  of  Spring 
Program  objectives  for  the  first  of  the  two  year  time  horizon.    Therefore,  finan- 
cial performance  is  tracked,  analyzed,  and  reported. 

On  the  other  hand,  long  range  plans  include  broad  financial  forecasts  for  the 
next  five  years.    The  thrust,  however,  is  strategic       stating  the  mission  of 
the  operation,  its  current  competitive  position,  longer-term  environmental  trends 
and  their  potential  impact,  and  objectives  and  strategies  to  reach  forecasts. 

Operations  are  asked  to  supply  financial  information  covering  a  5  year  period 
because  this  is  a  sufficient  amount  of  time  to  achieve  sustaining  performance 
levels  for  most  product  and  service  areas.    However,  in  some  instances  a  longer 
time  frame  may  be  required  to  demonstrate  sustaining  performance  levels  of  any 
given  strategy.    In  those  cases,  operations  are  encouraged  to  supplement  their 
normal  financial  schedules  with  sufficient  detail  to  enable  corporate  management 
to  assess  the  impact  of  the  strategy. 

Fall  Planning  is  coordinated  by  the  Corporate  Planning  Department  which  assumes 
primary  responsibility  for  operations  plan  analysis  and  consolidation.    Like  Sprinc 
Programs,  operations  plans  show  projections  of  sales,  earnings  and  investment, 
but  only  on  a  broad,  summary  basis.    Unlike  Spring  Programs , operations  plans  are 
not  commitments  to  future  performance,  per  se.    Therefore,  actual  results  versus 
planned  results  are  not  tracked  and  monitored  to  the  same  extent  as  Spring  Program; 
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OPERATIOMAL  PLANNING 

Objective 

The  main  objective  of  the  Strategic  Plan  is  to  allow  divisions  and  subsidiaries 
to  develep  strategies  to  meet  their  respective  grov/th  objective  based  on  longer 
term  economic  and  environmental  trends.    Rather  than  develop  a  new  plan  every 
year,  operations  are  encouraged  to  concentrate  primarily  on  the  significant 
changes  in  the  economy,  the  competitive  environment,  and  their  objectives  or 
strategies  that  have  occurred  since  last  year's  plan  was  prepared.    If  these 
factors  were  discussed  fully  in  last  year's  plan  and  no  significant  changes  have 
occurred  in  the  interim,  then  a  brief  restatement  of  these  strategies  is  all  that 
is  required.    Those  operations  which  have  initiated  major  changes  in  strategies 
or  financial  results  and  thnse  onprations  assembiinn  their  first  Strategic  Plan 
should  fully  discuss  all  their  objectives,  strategies,  and  financial  projections. 

Responsibility 

As  a  rule,  the  general  manager  of  each  division  and  the  president  of  each 
subsidiary  is  responsible  for  the  execution  of  an  operation's  Strategic  Plan. 
As  a  practical  matter,  significant  inputs  from  marketing,  sales,  production, 
design,  distribution,  personnel,  R&D,  and  finance  are  desirable.    Many  operations 
find  that  the  planning  process  allows  functional  areas  to  alert  one  another  to 
impending  changes  which  might  go  unrecognized  for  quite  some  time. 

In  some  areas,  presidents  of  6MI  subsidiaries  report  to  a  group  level  executive. 
Where  this  relationship  exists,  the  group  level  exerutive  performs  a  nlanning 
function  v/hich  is  similar  to  the  role  of  the  Corporate  Planning  Department.  He 
does  not  plan  per  se,  but  rather,  coordinates  the  diverse  elements  of  several 
operational  plans  into  a  meaningful  hole. 

Organization 

A  Strategic  Plan  consists  of  two. parts:    (1)    a  narrative  description  of  environ- 
mental factors,  objectives,  strategies,  and  assumptions,  and  (2)    financial  schedules. 
Both  the  narrative  and  the  financial  schedules  should  be  organized  around  Strategic 
Business  Groups.    The  definition  of  Strategic  Business  Groups  will  vary  from  opera- 
tion to  operation,  however  Strategic  Business  Groups  should  lend  themselves  to  (1) 
the  development  of  long  term  strategies,  (2)  the  assignment  of  responsibility  for 
planning  and  implementation,  and  (3)  communication  of  major  strategies  for  generat- 
ing future  growth.    Some  examples  of  possible  Strategic  Business  Groups  include: 
(1)  product  line,  (2)  type  of  distribution,  (3)  geographic  region,  and  (4)  subsidiary 
name. 

Planning  Methods 

The  Strategic  Plan  submitted  to  the  Corporate  Planning  Department  by  operations 
contains  one  set  of  financial  results  and  is  considered  a  "most  likely"  case. 
Operations  are  encouraged,  although  not  required,  to  develop  contingency  plans  for 
"best  case  -  worst  case"  scenarios.    Although  these  alternative  plans  do  not 
necessarily  become  a  part  of  the  operations  written  plan,  they  are  valuable  in 
preparing  the  operating  management  for  the  oral  review  session  with  top  corporate 
management. 
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To  aid  an  operation  in  developing  alternative  plans,  the  use  of  computer  modeling 
and  forecasting  is  encouraged  although  not  required.    Many  operations  find  that 
a  simple  model  which  allows  them  to  test  the  implications  of  various  inputs  on 
financial  results  is  the  time  saver  in  their  respective  planning  processes. 

Approach  to  Risk 


Since  the  risks  involved  in  new  businesses  are  significantly  different  from  those 
in  present  businesses,  the  Plan  should  keep  these  two  categories  separate.  In 
general,  present  business  should  include  both  established  products  and  new  products 
that  are  presently  or  are  planned  to  be  positioned  in  markets  in  which  the  stra- 
tegic business  group  or  division  already  cop^petes.    It  follows,  therefore,  that 
in  addition  to  existing  product  groups,  extensions  (i.e.,  new  flavors,  sizes, 
shapes)  of  existin';]  product  grc'.jps  fit  the  definition.    Impact  is  important; 
therefore,  new  efforts  in  present  business  v/hich  are  expected  to  be  major  sales 
and  profit  contributors  should  be  discussed  individually  in  the  narrative  and 
itemized  separately  in  the  financial  schedules. 


Perhaps  more  easy  to  identify  is  internal  new  business.    Internal  new  business  is 
a  product  category  which  represents  an  effort  to  position  either  established  or 
new  products  into  markets  in  which  the  strategic  business  group  or  division  does 
not  presently  compete.    It  also  includes  any  new  strategic  business  group  requir- 
ing major  (in  excess  of  $200,000)  new  investment. 


Internal  new  business  should  be  discussed  separately  from  present  business 
new  acquisitions  should  be  discussed  separately. 


And. 


The  following  matrix  may  be  helpful  in  summai 
business  and  internal  new  business: 


zing  the  difference  between  present 


Establ ished 

New 

Markets 

Markets 

Established 

Present 

Internal  New 

Products 

Business 

Business 

New 
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Internal  New 

Products 

Busi  ness 

Business 

It  shows  that  in  attempting  to  organize  the  Plan  according  to  risk,  the  critical 
factor  is  markets  rather  than  products. 

All  new  businesses  discussed  in  the  narrative  should  be  included  in  the  financial 
schedules.    The  Corporate  Review  Group  recognizes  that  all  new  businesses  will 
not  succeed  or  even  be  attempted,  yet  it  wants  to  be  able  to  consider  fully  the 
potential  for  new  growth  areas.    In  view  of  this  objective,  it  should  be  noted 
that  Strategic  Planning  is  not  a  formal  commitment  to  future  performance. 


Planning  Assumptions 

In  developing  the  Plans,  operations  are  requested  to  use  the  basic  demographic  and 
economic  assumptions  which  are  published  annually  in  the  August  issue  of  FOCUS  ON 
TOMORROW,  an  internal  publication  for  GMI  m.anagement.    This  helps  ensure  greater 
commonality  among  all  Plans.    Planning  assumptions  are  developed  from  a  variety 
of  sources.    Published  services  like  the  Conference  Board,  Predicasts,  Stanford 
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Research  Institute,  and  various  government  projections  and  statistics  are  used. 
Where  operations  choose  to  use  other  assumptions,  they  are  asked  to  note  where 
they  have  been  used  along  with  a  brief  explanation  for  the  deviation.  Operations 
are  also  requested  to  indicate  specific  industry  assumptions  which  are  used  to 
foundation  any  specific  part  of  a  Plan. 

In  this  year's  planning  process,  relatively  optimistic  forecasts  of  the  future 
economic  environment  were  proposed  as  foundationing  assumptions  for  building  the 
operational  plan.    Because  of  recent  fluctuations  in  important  economic  variables 
which  had  remained  relatively  constant  in  the  past,  corporate  management  wanted 
to  find  out  how  different  our  longer  tern  financial  projections  would  look  under 
a  slightly  less  optimistic  future  economic  environment.    Accordingly,  we  purchased 
fhp  fhase  Econometric  Associates  ■forecast  entitled,  "The  Next  Ten  Years:  Inflation, 
Recession,  and  Capital  Shortage,"  prepared  by  Dr.  Michael  K.  Evans.  Working 
through  group  level  management,  we  are  assembling  financial  results  under  this 
alternative  scenario. 
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Growth 


The  corporation  has  a  public  commitment  to  grow  at  least  10%  per  year  in  Earnings 
Per  Share.    Achieving  this  goal  implies  that  there  will  be  a  mixture  of  growth 
rates  throughout  the  General  Mills  portfolio  of  businesses.    Some  will  grow  at 
10%;  others  at  less  than  10%;  and  still  others  at  a  rate  greater  than  10%.  These 
growth  rates  consist  of  real  and  inflationary  growth.    However,  varying  rates  of 
inflation  will  affect  different  businesses  in  different  ways.    Therefore,  in  order 
to  give  the  Corporate  Review  Group  a  feel  for  real  growth,  operations  are  asked 
to  cover  this  topic  in  the  narrative  and  financial  portions  of  their  Plan. 


Content  of  Written  Plans 
A.     SUMMARY  OF  TOTAL  PLAN 


i 


The  summary  of  a  plan  should  be  divided  into  two  segments:    (A)  major  changes 
from  last  year,  and  (B)  highlights  of  this  year's  plan.    The  first  segment 
should  review  changes  in  (1)  strategic  position,  (2)  objectives,  (3)  strategies 
and  (4)  financial  projections.    If  there  have  been  no  significant  changes  in 
any  or  all  of  these,  please  note  this.    The  second  segment  should  highlight  the' 
most  important  aspects  of  this  plan,  including  a  brief  explanation  of  the  sig- 
nificant changes  since  last  fall.    The  summary  need  not  exceed  two  pages  in 
length. 

B.     DESCRIPTION  OF  STRATEGIC  POSiTION 

After  the  summary,  the  plan  should  contain  a  description  of  the  current 
strategic  position  of  the  total  operation  as  well  as  each  strategic  business 
group.    Expand  this  discussion  to  include  changes  expected  in  the  business 
environment  over  the  next  several  years. 

Please  cover  each  of  the  following  points  in  this  section  placing  emphasis 
on  changes  that  have  occurred  since  writing  the  last  strategic  plan: 

1.  The  nature  of  each  strategic  business  group. 

2.  The  size  and  growth  expectations  for  each  strategic  business  group 
over  the  planning  period. 

3.  The  environmental  and  resource  factors  expected  to  have  the  most 
significant  impact  on  each  strategic  business  group  (i.e.,  political, 
legal,  demographic,  social,  economic,  technological,  energy,  etc.). 

4.  The  major  competitive  strengths  and  weaknesses  in  each  strategic 
business  group  and  how  they  impact  on  the  operation's  ability  to 
compete . 


5. 


The  impact  of  competitive  developments  on  each  strategic  business 
group  (i.e.,  new  products,  mergers,  acquisitions,  etc.). 
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6.  The  impact  of  changing  raw  material  prices  and  availability  on  the 
margins  and  productivity  associated  with  each  strategic  business  group. 

7.  The  impact  of  regional  differences  on  the  consumer  demand  for  products 
or  services  in  each  strategic  business  group. 

C.  STATEMENT  OF  OBJECTIVES 

After  discussing  the  strategic  position,  develop  objectives  for  the  total 
business  as  v/ell  as  for  each  strategic  business  group.    Where  objectives 
have  changed  significantly  from  last  year,  please  indicate  this  and  state 
why  they  have  changed.    In  general,  objectives  are  usually  based  on  key 
measurements  of  performance  such  as: 

1.  Share  of  market. 

2.  Sales  and  earnings  dollar  or  percentage  growth  rates. 

3.  Return  on  sales, 

4.  Return  on  investment. 

5.  Other  qualitative  factors  which  you  find  particularly  significant 
(i.e.,  new  products,  productivity  increases,  consumerism,  pollution 
control,  employee  development,  affirmative  action,  energy  conserva- 
tion, etc.). 

D.  DESCRIPTION  OF  STRATEGIES 

After  stating  the  objectives  each  operation  should  describe  the  proposed 
strategies  which  will  allow  it  to  accomplish  the  objectives  stated  for  each 
strategic  business  group.    This  is  the  most  important  section  of  the  written 
plan  and  usually  occupies  the  most  space.    This  description  should  identify 
the  important  elements  of  the  strategy  and  explain  them  in  enough  detail  to 
give  the  Corporate  Review  Group  sufficient  understanding  to  evaluate  the 
overall  strategy.    The  specific  elements  the  description  should  cover  may 
include  such  things  as  new  products,  new  markets,  new  pricing,  new  distri- 
bution, and  new  promotions,  acquisitions,  divestment  or  pruning  activities. 
In  general,  strategies  will  be  evaluated  on  the  basis  of  the  following 
criteria: 


1 . 

Consistency  with  the  external  economic, 
social  environment. 

pol i tica 1 , 

technological,  and 

2, 

Consistency  with  internal  strengths  and 

weaknesses 

3. 

Consistency  with  established  corporate 

pol icy. 

4. 

Consistency  with  longer  term  strategic 

growth  goal 

s  of  the  company. 

5. 

Sufficiency  of  cahllenge  of  the  overall 

strategic 

d  i  rect ion . 

6. 

Degree  of  r i  sk. 

7. 

Level  of  new  investment  requirements. 
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If  the  numerical  information  contained  in  the  financial  schedules  will 
help  the  reader  better  understand  strategies,  you  may  want  to  include 
projections  of  sales,  earnings,  and  new  investment  in  this  section. 

You  do  not  need  to  include  an  elaborate  discussion  of  a  strategy  which  was 
fully  described  last  year--just  update  your  major  actions  without  including 
a  lot  of  detail.    But,  where  your  strategies  have  changed  from  last  year, 
please  discuss  fully  the  nature  of  the  change,  the  reason  for  the  change, 
and  the  new  strategy  you  propose  to  pursue. 

E.     FINANCIAL  SCHEDULES 

The  purpose  of  financial  schedules  is  to  provide  the  review  group  with  an 
overall  impression  of  the  results  of  accomplishing  proposed  objectives. 
Since  the  implementation  of  most  strategies  requires  new  capital  investment, 
they  also  need  to  know  how  much  investment  is  needed  and  when  it  will  be  ] 
required.    After  making  a  few  general  comments,  each  financial  schedule 
will  be  explained.    These  schedules  are  designed  as  samples.    Most  operation 
will  not  be  able  to  post  numbers  directly  to  the  samples  and  include  them 
in  their  pamphlets.    Rather,  the  schedules  should  be  typed  to  suit  a  par- 
ticular strategic  business  group  structure. 

All  dollar  amounts  should  be  rounded  to  the  nearest  hundred  thousand  dollars 
For  example,  $2,251,000  should  be  expressed  as  $1.3  on  the  schedules. 

Percents  should  be  rounded  to  the  nearest  tenth--so  that  10.6325  becomes  10. 
on  the  schedules. 

The  five-year  compound  growth  rate  calculations  should  be  based  on  1975  actu 
results.    The  Corporate  Analysis  Department  has  CGR  tables  if  you  need  them. 

Some  operations  may  want  to  take  note  of  the  fact  that  fiscal  1976  is  a  53 
week  year. 

All  operations  should  use  the  same  strategic  group  breakdown  for  all  schedul 
and  restate  all  historical  financial  information  to  a  1976  basis.  The  1976 
figures  should  agree  with  your  recent  most  recent  corporate  estimates. 

Some  operations  find  it  useful  to  show  numbers  for  each  strategic  group  and 
layer  on  a  "provision  for  failure"  discount.    Sometimes  this  discount  is  ' 
provided  at  the  group  level.    Please  feel  free  to  continue  this  practice  if  ; 
you  find  that  it  serves  your  purpose. 

All  financial  information  should  be  presented  in  current  rather  than  constani 
dollars,  and  thus,  include  inflation.  The  August  issue  of  FOCUS  ON  TOMORROW 
will  provide  the  planning  assumptions  for  domestic  operations  to  use.  Foreis 
operations  should  check  with  their  group  headquarters  for  guidance.  All 
financial  projections  should  reflect  your  best  judgment  of  the  impact  of  the 
economic  and  environmental  trends  identified  in  FOCUS  ON  TOMORROW. 

SCHEDULE  I 

Schedule  I  provides  the  review  group  with  a  summary  of  important  financial 
information  with  a  breakdown  between  present,  internal  new,  and  acquisition  i 
businesses.  The  line  labeled  "Unit  Volume  or  Constant  $  Sales  Growth"  is  ne' 
this  year.  It  should  be  used  to  provide  year-by-year  and  compound  growth  ra 
information  for  your  unit  delivery/sales  volumes.  If  your  operation  is  one 
which  does  not  track  unit  volumes,  fill  in  the  schedule  with  your  best  estirr 
"of  sales  growth  rates  in  constant  dollars  (i.e.,  dollars  before  inflation)  t 
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SCHEDULE  I  I 

Schedule  II  requests  sales,  earnings  and  investment  base  information  by 
strategic  group.    The  basic  purpose  is  to  provide  insight  to  growth  and 
profitability  relationships  within  your  organization.    The  schedule  is 
separated  between  present  and  new  businesses  to  focus  on  the  relative  mag- 
nitudes of  these  components.    The  definitions  for  ROS  and  ROI  are  the  same 
as  you  used  in  your  last  Spring  Program.    ROS  is  controllable  earnings 
divided  by  net  customer  sales  and  ROI  is  controllable  earnings  plus  working 
capital  charge  divided  by  gross  investment  base. 

SCHEDULE  I  I  I 

Schedule  III  asks  for  information  on  net  fixed  asset  cas^>  flow,  working 
capital,  depreciation,  lease  expense,  and  working  capital  charge.    Your  net 
fixed  asset  cash  flow  section  should  be  organized  by  strategic  business  group. 
Please  show  cash  flow  rather  than  project  authorization  amounts.    This  is, 
financial  information  should  reflect  when  the  money  will  be  spent  (for  Plan 
years)  or  was  spent  (for  the  two  years  of  history)  rather  than  when  the  pro- 
jects were  or  will  be  submitted  for  approval.    Do  not  include  the  purchase 
price  of  acquisitions  in  the  fixed  asset  cash  flow  numbers.    Include  only 
additional  capital  requirements  following  acquisition.    The  purchase  price 
of  acquisitions  should  be  included  in  your  Schedule  II  Gross  Investment  Base 
and  in  the  Schedule  IV  cash  flow  summary. 

The  lower  portion  of  Schedule  III  requests  information  on  working  capital, 
book  depreciation.  lpa<;p  expen^ie.,  anH  wo>^king  capital  charge.    These  items, 
when  aggregated  for  the  Corporation,  allow  the  Corporate  Review  Group  to 
analyze  and  evaluate  trends  that  are  not  readily  apparent  in  summary  infor- 
mation shown  on  other  schedules. 

SCHEDULE  IV 

Schedule  IV  asks  for  cash  flow  information  for  your  combined  present,  internal 
new,  and  acquisition  business  areas.    The  net  cash  flow  total  should  also 
appear  on  Schedule  I.    This  year's  cash  flow  schedule  asks  for  acquisition 
purchase  price  as  an  outflow  of  funds  in  the  appropriate  year.    In  this  way, 
net  sales,  controllable  earnings,  gross  investment  base,  and  net  cash  flow 
will  all  contain  comparable  acquisition  financial  information.    Note  that 
total  inflows  equal  controllable  earnings  plus  working  capital  charge,  minus 
taxes  on  the  sum  of  lines  A  and  B,  plus  annual  depreciation  expense.  The 
supplementary  information  requested  at  the  bottom  of  this  schedule  consists 
of  an  after-tax  LIFO  adjustment  and  a  currency  exchange  rate  for  International 
earnings.    The  Treasurer's  Department  will  supply  currency  exchange  rate 
assumptions  later  in  the  planning  process.    The  purpose  of  this  line  on  the 
schedules  is  to  establish  a  record  of  the  exchange  rate  actually  used  for 
future  reference. 
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PLANNING  ASSUMPTIONS 


Noneconomic  factors  are  introduced  into  the  planning  process  via  the  in-house 
publication  "Focus  On  Tomorrow."    The  attached  issue  discusses  demographic 
patterns,  lifestyles  and  social  trends,  consumer  purchasing  trends,  retailing 
trends,  and  governmental  and  social  pressure  on  business.    Each  operation  is 
asked  to  relate  these  trends  to  their  particular  business  and  comment  on  the 
impact  of  the  more  significant  factors. 


251 


FOCUS  ON  TOMORROW 

"General  Mills'  continued  success  is  dependent  upon  our  ability 
to  capitalize  on  emerging  opportunities.  This  series,  aimed  at 
helping  you  plan  ahead,  is  committed  to  that  end." 


August  1975 


This  issue  of  FOCUS  ON  TOMORROW  consists  of  the  Corporate  Planning 
Department's  annual  compilation  of  broad  longer  term  environmental 
trends  in  the  United  States.    Most  of  the  trends  discussed  last 
year  continue  in  effect,  but  this  year's  summary  has  been  revised 
to  reflect  a  slower  expected  population  growth  rate  and  the  impact 
of  the  recent  recession.    This  issue  was  prepared  by  Jim  O'Neill 
and  Chad  Nelson  of  the  Corporate  Planning  Department  drawing  on  a 
large  collection  of  secondary  data  developed  by  several  outside 
organizations.    A  number  of  people  within  General  Mills  served  as 
reactors. 

Specific  planning  assumptions  which  are  to  be  used  in  the  Strategic 
Planning  process  are  contained  on  page  8. 


THE  STRATEGIC  PLANNING  ENVIRONMENT 

OVERVIEW 

The  economy  is  expected  to  rebound  during  the  next  two  years,  despite  the  current  uncer- 
tainty and  relatively  high  rates  of  unemployment  and  inflation.     Beyond  the  recovery  the 
economy  is  expected  to  average  close  to  3%  real  growth  annually.     More  working  wiveS, 
better  educations,  and  later  marriages  will  result  in  more  income  per  family;  median 
family  income  is  expected  to  rise  by  more  than  10%  in  constant  dollars  during  the  next 
five  years.    Much  of  this  increased  income  will  be  spent  for  the  higher  costs  of  neces- 
sities and  for  quality  upgrading  in  basic  items,  but  the  trend  to  smaller  families  will 
still  enable  outlays  for  discretionary  purchases  to  rise  substantially,  particularly 
those  associated  with  leisure  activities. 

The  shape  and  complexion  of  American  society  will  continue  to  change  during  the  next  five 
years.    Demographical ly,  the  25-44  age  group  will  rise  the  fastest  (up  15%),  followed  by 
those  65  and  over  (up  10%).    The  increasing  number  of  young  adults  will  expand  the  number 
of  households  by  9%  during  the  same  period,  creating  significantly  expanded  demand  for 
household-related  products. 

Values  and  lifestyle  patterns  will  undergo  further  evolutionary  changes,  with  more  em- 
phasis being  placed  on  individual  expression  and  development,  obtaining  good  value,  and 
achieving  a  better  quality  of  life.    Family  relationships  will  change  as  more  women 
pursue  activities  outside  the  home,  as  household  duties  are  increasingly  shared  between 
the  husband  and  wife,  and  as  children  are  conceived  only  when  they  are  planned.  Govern- 
ment attempts  to  control  the  economy  will   intensify,  with  emphasis  on  con- 
trolling inflation,  reducing  unemployment,  expanding  energy  production,  curtailing 
pollution,  and  regulating  business  practices  affecting  consumers,  employees,  and  society. 

Demand  for  consumer  products  and  services  will  grow  substantially  during  the  decade  as  a 
result  of  more  people,  greater  purchasing  power,  and  an  increasing  number  of  households  . 
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ECONOMIC  TRENDS 

Real  Gross  National  Product  (GNP)  decreased  8%  from  its  peak  at  the  end  of  1973  to  June, 

1975.     The  economy  is  expected  to  recover  from  this  trough  during  the  next  two  years 
averaging  6%  real  growth  annually.    Subsequently,  real  economic  growth  is  expected  to 
average  close  to  its  historic  average  (1955  to  1975)  of  3%  annually  for  the  rest  of  the 
decade.    Under  this  assumption,  "real"  GNP  should  increase  over  20%  in  constant  dollars 
during  the  1975-80  period.    Despite  the  recovery  in  the  economy,  unemployment  rates  are 
expected  to  decrease  slowly  from  present  high  levels  to  5-6%  by  1980. 

Inflation  is  expected  to  moderate  from  recent  double  digit  levels  but  remain  relatively 
high,  with  increases  in  the  Consumer  Price  Index  averaging  about  6%  annually  (vs.  2.3% 
per  year  during  the  1960s).    Factors  exerting  strong  inflationary  pressure  include: 

(1 )  government  efforts  to  stimulate  the  economy  in  order  to  lower  unemployment  rates, 

(2)  increased  ability  of  large  businesses  and  strong  labor  unions  to  raise  prices  even 
when  demand  drops,  and  (3)  increases  in  energy  costs  potentially  resulting  from  price 
decontrol   of  "old"  oil,  possible  deregulation  of  natural  gas  prices,  and  the  likely 
shift  to  more  expensive  fuels  as  natural  gas  usage  by  industry  is  curtailed. 

DEMOGRAPHIC  PATTERNS 

The  Corporate  Planning  Department  has  developed  population  projections  for  the  next  de- 
cade based  on  a  total  fertility  rate  of  1.9  children  per  woman.    This  fertility  rate, 
which  is  midway  between  the  most  recent  Census  Series  II  and  Series  III  projections,  has 
been  selected  because  it  is  consistent  with  recent  fertility  experience,  and  such  factor 
as  the  increasing  availability  of  alternative  roles  for  women,  the  strong  preferences  of 
young  marrieds  toward  smaller  family  size,  and  the  availability  of  improved  contraceptiv 
technology.    (See  the  July  issue  of  FOCUS  ON  TOMORROW  for  a  more  complete  discussion  of 
these  factors  and  changing  U.S.  population  patterns.)    The  table  below  summarizes  the 
key  demographic  changes  projected  for  the  next  ten  years.    Note  that  population  under 
the  1.9  fertility  rate  assumption  will  grow  at  0.8%  per  year  during  the  next  several 
years--sl ightly  slower  than  the  0.9%  growth  rate  previously  expected  with  the  2.1  as- 
sumption.    During  the  next  five  years,  the  total  population  is  expected  to  increase  by 
8.1  million— of  this  growth  will  occur  in  the  suburbs. 


U.S.  Population  Patterns 

(1.9  total  fertility  rate  assumption) 


Age 

(in  millions) 

Percent  Change 

Group 

1970 

1975 

1980 

1985 

1970-75 

1975-80 

1980-85 

Under  5 

17.2 

15.9 

16.1 

18.1 

-  8% 

1% 

12% 

5-14 

40.7 

37.7 

33.9 

32.9 

-  7 

-10 

-  3 

15-24 

36.5 

40.2 

41.5 

38.5 

10 

3 

-  7 

25-34 

25.3 

30.9 

36.2 

39.9 

22 

17 

10 

35-44 

23.2 

22.8 

25.7 

31.3 

-  2 

13 

22 

45-54 

23.3 

23.8 

22.6 

22.4 

2 

-  5 

-  1 

55-64 

18.7 

19.8 

21.1 

21.5 

6 

7 

2 

65-Up 

20.1 

22.3 

24.5 

26.7 

11 

10 

9 

TOTAL 

204.9 

213.5 

221.6 

231.3 

+  4.2% 

+  3.8% 

+  4.4% 

Fami  ly  Households 

51  .5 

56.6 

61  .2 

66.1 

10^ 

8^ 

Q% 

Households  Headed 

by  S  i  ng  les 

12.0 

13.9 

15.8 

17.4 

16^ 

14^ 

TOTAL  HOUSEHOLDS 

63.5 

70.5 

77.0 

83.5 

11^ 

9% 

8% 

SOURCE:    U.S.  Bureau  of  Census,  PREDICASTS,  and  GMI  Corporate  Planning  Department. 
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Dther  significant  demographic  trends  are  discussed  in  the  following  sections. 

10RE  YOUNG  FAMILIES.     During  the  1975-80  period,  the  most  prominent  demographic  growth 
will  occur  in  the  25-44  age  group,  which  will  rise  by  15%  from  about  54  million  to  62 
Tlillion.     The  increasing  number  of  young  adults  will  result  in  a  net  increase  of  about 
1.3  million  households  annually  or  a  9%  increase  in  the  number  of  households  between  now 
and  1980.     By  1980,  households  headed  by  persons  25-34  will  increase  by  22%  to  18  million 

or  24%  of  all  households.    These  trends  will  create  significantly  expanded  demand  for 
household-related  products  such  as  furniture,  appliances,  home  furnishings,  and  consumer 
electronics--all  this  in  turn  stimulating  greater  demand  for  lending  and  financial  ser- 
vices. 


MORE  SMALL  FAMILIES.    While  there  will  be  more  families,  average  family  size  is  ex- 
pected to  continue  to  decline  as  a  result  of  more  effective  contraceptive  technology, 
more  working  wives,  later  first  children,  and  changing  attitudes  on  abortion,  smaller 
family  size  will  result  in  a  substantial  increase  in  per  capita  income  (there  will  be 
fewer  persons  to  divide  the  family's  income  among).    Although  family  size  will  decline, 
the  large  number  of  women  in  the  key  childbearing  age  groups  will  produce  an  absolute 
increase  in  total  births  during  the  next  several  years.     The  under-5  age  segment  will 
begin  increasing  in  size  by  1978,  reversing  its  negative  growth  pattern  of  recent  years. 
This  age  group  will  be  over  2  million  children  larger  in  1985  than  today  with  almost 
all  the  growth  occurring  between  1980  and  1985.    A  greater  proportion  of  these  children 
will  represent  the  family's  first  child  which  usually  requires  greater  expenditures  for 
baby-related- equipment  than  later  children. 


MORE  AFFLUENT  FAMILIES.     Median  family  income  should  rise  from  $12,840  in  1974  to  about 
$14,200  (in  1974  dollars)  by  1980.    Much  of  this  growth  in  family  income  will  be  due  to 
more  working  wives  and  more,  better  educated,  young  adults  in  the  labor  force.    As  in- 
comes rise,  a  larger  portion  is  expected  to  be  available  for  discretionary  spending . 
The  Conference  Boa<"d's  measure  of  real  growth  of  consumer  affluence  and  discretionary 
purchasing  power  (i.e.,  after-tax  supernumerary  income)  is  projected  to  increase  11% 
annually  through  1980.    Supernumerary  income  is  defined  as  all  income  in  excess  of 
$20,000  per  year  (in  74$)  flowing  to  a  family  unit  and  is  adjusted  for  taxes  in  order 
to  represent  the  share  of  consumer  income  not  needed  for  "essentials"  and  thus  available 
for  discretionary  spending. 


Number  of  Families  with  After-tax 
Supernumerary  Income  Supernumerary  Income 


%  of  All 

74$  • 

%  of  all 

Year 

Millions 

Famil ies 

(bil 1  ions) 

Income 

1965 

6.0 

12.3% 

$  41.7 

8% 

1974 

12.1 

21 .8 

82.6 

12 

1980 

20.5 

33.5 

156.3 

17 

The  number  of  families  with  supernumerary  income  will  increase  9.2%  per  year  through 
1980  (compared  to  8.1%  CGR  from  1965  to  1974).    By  1980,  one-third  of  all  families  are 
expected  to  have  supernumerary  income,  and  the  average  family  with  supernumerary  income 
is  expected  to  have  $7,600  available  for  discretionary  spending  after  adjusting  for 
taxes,  up  from  $6,800  in  1974. 

MATURING  AGE  STRUCTURE.    For  years  the  U.S.  population  has  been  skewed  toward  children 
and  youths.    Ten  years  ago  the  under-25  group  accounted  for  close  to  one-half  of  the  total 
population;  today  the  under-25s  account  for  44?^,  and  by  1985  the  figure  will  be  39%. 
Not  only  will  the  younger  age  segment's  share  be  declining,  but  their  absolute  numbers 
will  fall  by  more  than  2  million  over  the  next  5  years.    The  median  age  of  the  population 

is  expected  to  increase  to  30  by  1980,  from  28.8  today. 
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MORE  OLDER  ADULTS.    The  nuTiber  of  people  in  the  over-65  segment  will  increase  at  an 
average  annual  rate  of  1.9%  during  the  coming  5  years--tte  fastest  growing  age  group  aftei 
the  25-44  ages;  by  1985,  11%  of  the  population  will  be  in  this  age  segment.    By  the  end 
of  the  decade,  the  average  married  couple  is  expected  to  have  approximately  20  years  to- 
gether after  their  youngest  child  leaves  home  (i.e.,  "empty  ne s te rs ")  .     The  economic 
situation  of  the  over-65  segment  has  improved  dramatically  with  only  11%  below  the  pov- 
erty line,  compared  to  more  than  27%  in  1960.    Further  income  improvements  are  expected 
as  the  proportion  of  this  segment  with  incomes  in  excess  of  $7,000  (constant  dollars) 
will   increase  from  28%  in  1972  to  34.5%  in  1980.     with  higher  incomes  and  curtailed 
obligations ,   this  large  and  growing  population  segment  will  have  the  discretionary  in- 
come to  enjoy  such  things  as  extensive  travel,  iuxury  apartments  and  townhouses ,  and 
eating  out  more  often.    Growth  in  the  65-and-over  market,  coupled  with  rising  social 
security  and  retirement  benefits,  will  also  stimulate  demand  for  more  nursing  homes, 
health  services,  specialized  foods,  and  recreational  programs  for  the  elderly, 

OTHER  DEMOGRAPHIC  TRENDS.    Two  age  Segments  of  the  population  are  expected  to  decline 
in  numbers  during  the  next  five  years,  with  the  number  of  children  5-14  declining 
sharply,  while  the  number  of  adults  45-54  decreases  by  1  million.    The  number  of  young 
adults  ages  15-24  is  peaking--growing  modestly  to  41.5  million  in  1980  and  then  de- 
clining to  38.5  million  in  1985. 

Another  significant  trend  is  the  rapid  growth  of  the  nonwhite  population;  it  is  expected 
to  grow  twice  as  fast  as  the  total  population;  this  growth  rate,  combined  with  increasing 
incomes  result  in  this  market  becoming  increasingly  important  for  a  broader  range  of 
products  and  services. 

LIFESTYLES  AND  SOCIAL  TRENDS 

Recent  rising  concerns  about  such  things  as  economic  growth,  inflation,  shortages,  the 
credibility  of  government  officials  and  institutions  in  general,  and  the  problems  asso- 
ciated with  an  increasingly  complex  society  are  leading  Americans  to  shift  back  toward 
"basics"  and  focus  more  on  "simpler"  lifestyles.    These  trends  have  had  an  impact  on 
many  different  lifestyle  aspects--everything  from  the  movement  to  smaller  cars  and  foods 
offering  better  perceived  value,  to  the  growth  of  do-it-yourself  activities.    Many  of 
the  recent  changes  in  consumer  outlook  and  resulting  lifestyles  are  expected  to  endure 
at  least  partially,  for  an  extended  time.    On  the  whole,  changes  in  lifestyles  and 
values  will  be  more  evolutionary  rather  than  revolutionary  through  1985  for  the  vast 
majority  of  Americans,  representing  adaptations  of  fundamental  beliefs  and  values  to 
new  social,  economic,  technological,  and  ecological  conditions.    Within  this  context, 
the  following  value  trends  and  lifestyle  patterns  are  likely  to  be  significant  during 
this  decade: 

--Growing   Interest   in   Individual    Expression   and   Development.  Increasing 
affluence  and  education  levels  since  World  War  II  has  enabled  Americans  to  shift 
their  primary  concern  away  from  satisfying  basic  "security"  needs,  toward  the  pur- 
suit of  inner,  personal  concerns  and  individuality.    As  consumer  incomes  rebound 
from  the  recent  recession,  many  will  return  to  an  attitude  of  expressing  individual 
differences  and  lifestyle  preferences,  resulting  in  more  open-mindedness  about  de- 
viation from  societal  "norms".    Associated  with  the  movement  to  individualism  will 
also  be  a  growing  desire  to  find  satisfaction  and  self-fulfillment  from  creating 
and  fixing  things,  adding  stimulus  to  the  do-it-yourself  culture. 

In  addition,  new  employee-employer  relationships  will  emerge  from  the  trend  toward 
greater  individualism.    As  the  economy  recovers  and  a  feeling  of  economic  security 
gradually  returns,  individuals  will  seek  opportunities  for  greater  creative  ex- 
pression in  their  work.    Large  organizations  will  gradually  adapt  to  this  desire 
for  individuality.    Employees  will  increasingly  be  encouraged  to  participate  in 
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social  service  activities  and  efforts  will  be  made  to  enrich  routine  and  monotonous 
jobs  through  employee  partici  pation  i  n  some  work-related  d  ec  i  s  i  ons,  th  r  oug  h 
job  rotation,  and  through  job  enlargement  programs. 

Rising  Importance  of  Education .     People  are  Spending  more  time  at  school, 
starting  earlier  (with  more  pre-kindergarten  programs)  and  staying  longer.  The 
number  of  those  over  25  with  some  college  or  other  professional  training  will  in- 
crease 25%  between  1975  and  1980,  to  35  million.    An  increasing  percentage  of  young 
adults  will  attend  vocational  schools  rather  than  college.    Adult  education  programs 
will  also  rise  in  response  to  the  growing  desire  for  self-improvement,  both  in 
learning  new  hobbies  to  pursue  in  leisure  hours  and  in  updating  and  expanding 
career  related  knowledge. 

Chang  ing   Family   Relationships .      Marriage  relations  will  continue  to  change 
as  more  women  seek  to  pursue  financial  and  self -expressive  goals  outside  the  tra- 
ditional home  environment ,  either  through  regular  employment  or  through  community 
activities  (by  1980,  45%  of  wives  will  be  employed  outside  the  home).    This  will 
result  in  a  trend  toward  greater  equality  of  husbands  and  wives,  leading  to  more 
sharing  of  power  and  duties. 

Parent-child  relationships  will  undergo  further  change,  with  parents  having  the 
resources  to  allow  them  to  be  more  attentive  to  the  child's  development.    At  the 
same  time  there  is  a  diminishing  belief  that  parents  should  sacrifice  for  their 
children.    Owing  primarily  to  better  contraceptive  technology,  each  birth  is  more 
likely  to  be  planned.    Smaller  families,  combined  with  expanded  knowledge  about 
child  development  and  a  greater  willingness  for  both  parents  to  share  child-rearing 
responsibilities,  will  result  in  parents  spending  more  money  on  each  of  their 
children.    There  will  be  greater  individuality  among  family  members,  with  each 
member  having  his  own  interests  and  more  freedom  to  "do  his  own  thing". 

Growing  Concern  over  "Quality  of  Life".    Many  consumers  perceive  a  linkage 
between  inflation,  recession,  energy  crisis,  and  a  feeling  of  finite  raw  material 
resources;  this  coupled  with  an  ongoing  concern  about  ecology  and  "quality  of  life", 
may  lead  to  a  desire  to  be  less  wasteful.    This  will  result  in  increased  concern 
for  the  operating  efficiency  of  durable  goods,  continued  interest  in  basic  foods, 
and  more  emphasis  on  durable  clothing.    However,  consumer  markets  will  continue  to 
be  large  and  diverse  and  there  will  continue  to  be  a  strong  demand  for  products 
offering  genuine  convenience  and  value  to  the  consumer. 

Rising  Interest  in  Obtaining  Good  Value.    Consumers'  experiences  during  the 
recent  recession  have  further  intensified  interest  in  obtaining  good  value.  Con- 
tinued "high"  rates  of  inflation,  better  educated  consumers,  and  the  increasing 
publicity  given  to  consumer  concerns  may  help  strengthen  this  new  perception  of, 
and  demand  for,  value.    As  a  result,  it  will  be  harder  to  sell  products  and  ser- 
vices which  do  not  have  value  commensurate  with  their  price.    New  value  perceptions, 
however,  will  not  focus  solely  on  lower  priced  items;  consumers  will  still  be  will- 
ing to  purchase  higher  priced  items,  or  extra  features,  where  they  feel  they  are 
getting  commensurate  additional  value.    But  as  better  values  are  sought  more  aggres- 
sively, it  will  be  more  important  to  provide  and  effectively  communicate  good  value 
to  consumers. 

The  "  Do-it-Yoursei  f"  Trend .   This  trend  has  been  reinforced  by  the  desire  to 
save  money,  but  in  addition,  it  helps  consumers  satisfy  a  need  to  feel  more  inde- 
pendent and  self-sufficient.    The  "do-it-yourself"  trend  will  provide  opportunities 
for  new  products  that  offer  the  consumer  increased  participation  in  developing  the 
desired  end  product  and  services  that  assist  consumers  in  doing  their  own  building 
and  repairing. 
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CONSUMER  PURCHASING  TRENDS 

Many  changes  in  consumers'  attitudes  and  buying  patterns  are  now  apparent  as  a  result  of 
the  recession,  shortages ,  and  high  rates  of  inflation  —  the  challenge  for  consumer  market- 
ers is  to  determine  which  changes  will  be  long  lasting.     The  purchasing  behavior  Of 
families  who  feel  that  their  standard  of  living  has  deteriorated,  and  those  families  just 
"starting  out"--for  whom  this  economic  stress  and  uncertainty  is  a  new  experience--are 
likely  to  be  most  significantly  affected  by  the  recent  economic  turmoil.    Attitudes  and 
purchasing  behavior  may  be  changed  in  some  of  the  following  ways:    (1)  increased  planning 
and  saving  for  the  future,  (2)  more  careful  planning  of  menus,  purchases  and  shopping 
trips--del iberately  trying  to  avoid  "impulse"  purchases,  (3)  more  price  consciousness, 
(4)  greater  emphasis  on  durability  and  operating  efficiency  of  durables,  and  (5)  more 
concern  with  "security". 

The  more  sophisticated  shopping  techniques  that  many  consumers  have  developed  during 
the  recent  period  of  shortages ,  inflation,  and  recession  are  likely  to  continue  and  be- 
come more  widespread ,  as  consumers,  who  are  increasingly  better  educated,  comparison 
shop  more  intensively  and  become  more  discriminating  in  attempting  to  choose  the  "right" 
product  for  their  particular  needs.    Factual  information  oriented  to  helping  the  con- 
sumer understand  product  attributes  and  make  purchasing  decisions  will  become  increas- 
ingly more  effective.    Consumers  will  continue  to  receive  more  help  from  consumer 
activists,  the  media,  and  state  and  federal  government  agencies  furthering  a  climate 

in  which  consumers  are  more  likely  to  seek  redress  if  product  performance  is  not  up  to 
their  expectations . 

Families  reduced  their  expenditures  in  constant  dollars  dramatically  during  the  re- 
cession, especially  for  durable  goods.     Consumer  expenditures  are  expected  to  return  to 
a  more  normal  pattern  for  the  next  five  years  as  consumers  make  durable  purchases  that 
were  "postponed";  however,  many  consumers  will  look  for  more  quality,  durability,  and 
operating  economy  when  they  do  replace  these  items. 

FOOD  TRENDS 

Many  attitudes  toward  food  have  been  reinforced  by  recent  economic  events,  consumers' 
interest  in  the  price-quality  attributes  of  food  products  has  intensified;  consumers 
are  more  carefully  planning  their  purchases  to  be  in  close  accordance  with  their  needs, 
doing  their  food  shopping  from  lists,  and  trying  to  avoid  impulse  purchases.    In  addi- 
tion, many  consumers  are  trying  to  reduce  waste  by  making  greater  use  of  leftovers  and 
utilizing  smaller  serving  sizes. 

Interest  in  diet  and  nutrition  will  continue  to  expand  as  Americans  become  more  concerned 
about  health  care  in  general.    Average  caloric  intake  should  continue  to  decrease  slight 
ly  from  its  1971/72  peak,  as  a  somewhat  larger  average  body  size  is  more  than  offset  by 
demographic  changes  (i.e.,  fewer  people  in  the  highest  calorie-need  age  segments),  and 
as  consumption  of  lower  calorie  foods  and  drinks  increases,    consumers  will  continue  to 
be  interested  in  protein.    Currently  animal  sources  account  for  a  majority  of  protein  in 
the  diet,  but  to  the  extent  that  consumer  concern  with  health  intensifies  and  favorable 
price  differentials  develop,  an  environment  conducive  to  increased  usage  of  textured 
vegetable  protein  instead  of  meat  will  evolve. 

The  trend  toward  at-home  baking  and  "cooking  from  scratch"  has  benefited  from  increased 
interest  in  "simpler"  and  "natural"  lifestyles,  as  well  as  consumers'  intense  price 
consciousness.    In  addition,  some  consumers  increasingly  are  viewing  cooking  as  a  hobby 
and  a  vehicle  for  self-expression,  however  increasing  time  pressures  and  the  trend  to- 
ward more  "snack-type"  meals  should  stimulate  greater  demand  for  value-oriented  con- 
venience food  items  and  portion-controlled  prepared  foods. 
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Expenditures  for  food  eaten  away  from  home  are  expected  to  increase  10%  annually  over  the 
next  decade  (including  inflation),  with  more  working  wives  who  want  to  get  out  of  the 
kitchen,  increasing  numbers  of  young  adults  and  empty  nesters,  more  leisure  time,  greater 

travel,   and  increased  affluence.     The  selective-menu/ limited-service  segment  of  AFHE  will 

grow  fastest  (about  12%  annual  growth)  in  keeping  with  the  consumers'  rising  demand  for 
good  food,  fast  service,  and  reasonable  prices.    Convenience  foods  at  home  will  increas- 
ingly compete  with  restaurants,  as  more  foods  require  less  preparation  time  and  as  the 
penetration  of  microwave  ovens  reaches  30%  of  households  by  1985. 

After  dropping  from  20%  in  1960,  to  15.3%  in  1972,  total  food  outlays  as  a  percent  of 
disposable  income  rose  to  17.4%  early  in  1975.    Recent  uncertain  weather  conditions,  crop 
damage,  and  export  demand  will  likely  produce  further  increases  during  1975.    But,  by  the 
end  of  1976,  increased  food  production  (assuming  normal  weather)  should  build  up  domestic 
conriodity  reserves  from  present  low  levels,  stabilizing  food  outlays  in  relation  to  income. 

RETAILING  TRENDS 

The  retailing  environment  is  expected  to  continue  to  change;  suppliers  will  have  to  be  in- 
creasingly sensitive  to  retail  trends  and  react  quickly  tO  them.     Retailers  will  assume 
greater  power  as  they  become  more  concentrated ,  more  diversified ,  and  pursue  promotional 
efforts  aimed  at  enhancing  consumer  confidence  in  them.     Retailers  are  expected  tO  try  tO 
improve  their  productivity  by:  (1)  shifting  functions  to  manufacturers  as  well  as  custom- 
ers, (2)  requiring  more  standardized  packages  to  facilitate  in-store  product  handling, 
(3)  improving  inventory  productivity  by  reducing  unnecessary  product  duplication  and  pro- 
liferation, (4)  utilizing  more  of  the  store's  vertical  space  to  display  and  store  mer- 
chandise, and  (5)  expand  their  product  offerings  to  higher  margin  items.    As  a  result  of 
this  increased  power  and  drive  for  increased  productivity,  retailers  may  exert  added 
pressure  on  suppl iers--e.g. ,  making  new  product  introductions  more  difficult,  increasing 
the  importance  of  good  product  movement  performance,  leading  to  more  pressure  for  dis- 
counts, and  reducing  the  manufacturer's  lead  time  for  deliveries. 

CONTINUED  SOCIAL  AND  GOVERNMENT  PRESSURE  ON  BUSINESS 

The  consumerism  movement  is  reaching  the  mature  stage,  going  through  a  period  of  con- 
solidation, institutionalization,  and  professional izati on .    Activists  will  continue  to 
call  for  greater  regulation  of  business  practices,  but  cost-value  relationships  will  be 
increasingly  considered  in  preparing  and  evaluating  legislation.    Such  areas  as  improved 
product  quality,  safety,  and  repai rabil  ity;  substantiation  of  advertising  claims;  and 
better  service  in  handling  complaints,  repairs,  and  warranties  will  continue  as  focal 
points  of  government  efforts  to  assist  consumers.    Consumers  will  continue  to  demand  and 
receive  more  product  infonnation--functional  information  that  is  understandable  and 
relevant  to  them.    Government  pressure  on  the  food  industry  is  likely  to  intensify  with 
particular  emphasis  on  product  safety  and  food  additives.    The  usage  of  some  additives 
is  likely  to  be  restricted,  while  pressure  for  stricter  consistency  standards  and  fuller 
disclosure  of  ingredients  will  intensify. 

Attempting  to  control  inflation  will  require  persistent  government  efforts,  resulting 
in  continued  government  scrutiny  of  and  attempts  to  influence  pricing  policies  and  wage 
settlements.    In  addition,  the  federal  government  will  continue  to  attempt  to  lower 
the  unemployment  rate  and  stimulate  the  economy  through  increased  expenditures  without 
major  tax  increases,  except  for  social  security  and  possibly  energy-related  tariffs  and 
taxes.    The  trend  toward  government  monitoring  of  hiring,  compensation,  and  promotion 
policies  of  corporations  and  other  institutions  will  continue  in  response  to  ongoing 
pressure  for  "equality  of  opportunity''.    In  addition,  government  regulation  of  pension 
policies  and  on-the-job  safety  practices  will  continue. 
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Plying  Assumptions 

In  order  to  assist  in  the  five  year  Strategic  Planning  process,  the  Corporate  Planning 
Department-- in  conjunction  with  the  appropriate  staff  departments-- is  providing  se- 
lected basic  economic  and  environmental  assumptions.    It  is  hoped  that  the  following 
will  promote  greater  uniformity  of  basic  assumptions  among  the  plans  as  well  as  mini- 
mize the  duplication  of  effort--enabling  more  emphasis  to  be  placed  on  the  strategic 
aspects  of  the  planning  process.    If  you  decide  to  use  other  assumptions,  please  note 
what  you  have  substituted. 


.  Rea I  GNP  is  expected  to  grow  an  average  of  6%  annually  during  the  first  2  years 
of  the  planning  period  as  the  economy  recovers.     The  GNP  assumption   is  1>%  real 
growth  per  year  for  the  last  3  years  of  the  planning  period. 

.   I nf I  at  ion  (as  measured  by  the  GNP  deflator)   is  assumed  to  be  6%  annually 
throughout  the  5  year  period. 

.  The  real  disposable  personal   income  assumption  is  6%  per  year  during  the  first 
2  years  of  the  planning  period,  and  A%  annually  during  the  1978-80  period. 

.  Total  energy  costs  are  expected  to  increase  substantially  over  the  next  5  years — 
although  the  precise  timing  of  energy  price  increases  will  be  largely  affected 
by  political  decisions.     For  planning  purposes,  overall  GMI  unit  energy  costs  are 
assumed  to  increase  an  average  of  12$  annually  (including  inflation)  during  the 
next  5  years. 

Natural  gas  prices  are  assumed  to  double  over  the  next  5  years  in  current 
dollars — increasing  an  average  of  ]6%  annually — as  price  regulations  may  be 
phased  out  and  natural  gas  prices  permitted  to  rise.    Because  industrial  use 
of  natural  gas  will   likely  be  curtailed,  energy  costs  will    increase  as  more 
expensive  alternatives  are  utilized. 

0 i I  prices  are  expected  to  increase  50%  during  the  1975-80  period  or  8%  per 
year;  a  rate  slightly  higher  than  inflation. 

.  Composite  freight  rates  are  expected  to  increase  8-9%  per  year  through  1980. 

.  Paper  and  Packaging  prices  are  assumed  to  increase  ]0%  in  FY  1976  and  6%  annually 
thereafter. 

,  Employee  compensation  rate  assumptions  are  ]0%  for  FY  1976,  9%  for  1977,  and 
8%  per  year  for  the  1978-80  period. 

,  TV  advertising  cost  assumptions  are  as  fol lows: 

-  Child  TV  up  ]0%  per  year. 

-  Newstime  TV  to  increase  10$  per  year  for  the  next  2  years  and  then 
experience  4-5$  annual  increases. 

-  Primetime,  daytime,  and  spot  TV  rates  will   increase  4,  5,  and  6%  per 
year  respectively. 

.  Magazine  advertising  rates  are  expected  to  rise  6%  per  year  over  the  planning 
period . 

.  Third  class  postage  rate  assumptions  are  20$  for  1976  and  15$  annually  thereafter. 


There  may  be  other  basic  factors  (e.g.,  raw  material  and  ingredient  costs)  that  are 
critical  to  the  foundation  of  your  plan.    You  are  urged  to  contact  the  appropriate  staff 
department  if  you  need  assistance  in  developing  planning  assumptions. 
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CORPORATE  RESPONSIBILITY  PLANNING 


Unquantif iable  considerations  are  included  in  the  Corporate  Plan  through  a 
special  planning  process  which  is  called  Corporate  Responsibility  Planning. 
This  specia;  planning  process  runs  concurrently  with  the  operational  planning 
process,  but  consumes  less  total  time.    Briefly,  the  process  begins  in  August 
with  several  corporate  staff  departments  preparing  wri'tten  objectives  and 
strategies  pertaining  to  their  respective  areas  of  expertise.    In  Septembet, 
these  plans  are  reviewed  in  oral  review  sessions  by  the  same  Corporate  Review 
Group  which  listens  to  Operational  Plans.    Out  of  these  oral  review  sessions, 
corporate  management  drafts  a  statement  of  major  objectives  and  the  strategies 
for  achieving  those  objectives  in  the  three  broad  areas  of  consumer,  employee, 
and  societal  concerns.    This  statement  is  incorporated  as  a  part  of  the  GMI 
Corporate  Plan.    A  sample  of  last  year's  statement  is  attached. 
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FOR  OUR  CONSUMERS 

I.  Enhance  consumers  '  confidence  in  the  corporation  and  our  products; 
improve  credibility  in  areas  of  concern  which  affect  our  consumers 
such  as  inflation^  nutrition^  product  safety^  and  child  advertising. 

II.  Identify  changing  consumer  wants  and  needs;  market  new  products  and 
services^  and  adapt  establisfied  products  and  services  to  meet  those 
needs . 

III.    Ensure  that  our  products  and  services  fulfill  the  expectations  of 
consumers;  price  all  products  and  services  so  thuat  they  will 
represent  fair  value  to  the  consumer. 


MAJOR  CORPORATE  STRATEGIES  -  CONSUMERS 

During  the  B-year  planning  period  through  1979,  the  major  corporate  strategies 
to  meet  the  above  objectives  are  to: 

A.  Define  the  scope  of  key  consumer  concerns  as  they  affect  the 
corporation,  using  the  family  survey  or  similar  information 
source,  and  identify  potential  areas  for  improvement. 

B.  Demonstrate  a  genuine  desire  to  serve  the  consumers  interests 
by  expanding  our  corporate  role  in  nutritional  education  and 
nutritional  research. 

C.  Assign  each  manager  primary  responsibility  for: 

1.  Reviewing  his  products  and  services  from  the  standpoint  of 
packaging,  labeling,  safety,  quality,  ingredients,  nutritional 
value,  the  content  of  advertising  message,  and  other  areas  of 
strong  consumer  interest  to  assure  that  we  are  providing  industry 
leadership  and  genuine  customer  value. 

2.  Reappraising  the  price-value  relationship  of  his  products  and 
services  to  ensure  that  we  retain  a  strong  competitive  position 
and  are  in  tune  with  the  real  consumer  value  interpretations  of 


the  day 

D.  Assure  the  continued  quality  of  mass  communications  paying  particular 
attention  to  minority  casting  opportunities,  wording  stereotypes  in 
depiction  of  women,  and  the  kind  of  advertising  we  target  at  children. 

E.  Seek  better  ways  to  communicate  the  positive  attributes  of  our  product 
and  services  to  consumers. 
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'i?  OUR  EMPLOYEES 

I.    Provide  a  stimulating  hX)rk  environment  which  assures  opportunity 
for  advancement  and  career  growth  for  all  qualified  employees. 

II.    Provide  i-nnovativcj  competitive ^  and  equitable  compensation  and 
benefit  programs  to  attract  and  retain  high-quality  personnel  at 
all  levels. 

III.     Comply  with  legal  and  Corporate  Affirmative  Action  requirements 

a'lid  achieve  full  utilization  of  minority^  female,  a-fid  handicapped 
employees  throughout  the  company. 

IV.    Assure  that  the  management  decisions  of  General  Mills  recognize 

the  m,aj cr  "impact  company  actto'i'^-o  iiave  on  the  I'lvcg  of  I'ts  employees 
and  their  families. 

JOR  CORPORATE  STRATEGIES  -  EMPLOYEES 

iring  the  5-year  planning  period  through  1979,  the  major  corporate  strategies 
t  meet  the  above  objectives  are  to: 

A.  On  a  continuing  basis,  monitor  and  evaluate  all  existing  compensation 
and  benefit  programs  through  the  Corporate  Personnel  Department. 

B.  Encourage  the  use  of  formal  performance  evaluations  and  "How  Am  I 
Doing"  talks  for  all  employees  throughout  the  corporation. 

C.  Design  arid  moivitoi'  Sfjecial  trainifig  proyraifis  to  improve  managerial 
awareness  of  the  need  to  establish  v/orking  relationships  and  career 
opportunities  that  are  free  of  prejudice. 

D.  Providing  training  and  developmental  programs  especially  designed 
to  upgrade  the  potential  of  minorities  and  women  for  advancement. 

E.  Develop  and  support  strong  local  personnel  functions  to  assure  objec- 
tive consideration  of  company  responsibility  to  employees  and  society 
in  decision  making. 

F.  Develop  policy  guidelines  to  assure  that  the  handling  of  personnel 
matters,  such  as  employee  relocation,  involuntary  termination,  and 
early  retirement,  recognize  and  give  consideration  to  the  individual 
situations  of  the  employee. 

G.  Develop  and  encourage  the  use  of  counseling  programs  to  assist  employees 
with  personal  problems,  such  as  alcoholism  and  financial  concerns. 

H.  Maintain  systematic  procedures  which  will  assure  effective  identifica- 
tion and  development  of  future  managers  in  both  subsidiaries  and  the 
parent  company  to  fill  prospective  key  vacancies  throughout  the  corporation. 

I.  Through  the  Corporate  Industrial  Relations  and  Medical  Departments, 
monitor  and  assist  in  developing  appropriate  medical  and  safety  programs. 

J.    Provide  investiiient  and  savings  plans  which  afford  subsidiary  employees 
the  opportunity  to  participate. 
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FOR  SOCIETY 

I.    Maintain  a  level  of  social  responsibility  that  in  aggregate  is 
comparable  with  other  major  corporations. 

II.    Provide  leadership  ojnong  major  corporations  in  selected  priority 
fields  of  social  responsibility  and  position  General  Mills  as 
the  clear  national  leader  in  one  such  field. 


\ 

i 
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MAJOR  CORPORATE  STRATEGIES  -  SOCIETY 

During  the  5-year  planning  period  through  1979  the  major  corporate  strategies 
to  meet  the  above  objectives  are  to: 

A.  Identify  and  execute  a  strategy  of  national  leadership  in  one  area 
of  social  responsibility. 

B.  Increase  financial  support  to  projects  in  the  social  area  with  the 
objective  of  reaching  a  minimum  of  Z%  of  pre-tax  earnings  during 
the  planning  period,  some  part  of  which  may  represent  limited 
profit  ventures  in  the  social  area. 

C.  Increase  our  commitment  to  women  and  the  minority  community  through: 

1.  Achieving  and  maintaining  our  objecrive  of  \?^%  of  new  cvompt 
employees  being  minorities  and  10%  being  female. 

2.  Providing  management  assistance  and  capital  to  and  purchasing 
goods  and  services  from  minority  businesses. 

3.  Giving  special  attention  to  minority  areas  in  Foundation  contri- 
butions. 

4.  Seeking  minority  support  for  our  products  and  services  by  encourag- 
ing all  General  Mills  operations  to  consider  minority  vehicles  in 
their  advertising  campaigns. 

D.  Provide  an  internal  environment  which  encourages  increased  involvement 
in  community  and  public  affairs  by  employees  at  all  levels. 

E.  Comply  with  federal  and  state  air,  water,  and  noise  quality  standards 
and  promote  the  conservation  of  all  natural  resources  throughout 
General  Mills. 

F.  Develop  by  the  end  of  fiscal  1975  a  guiding  policy  outlining  areas 
of  opportunity  and/or  responsibility  for  General  Mills  in  helping 
meet  world  food  needs. 
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HEWLETT-  PACKARD 

STATEMENT  OF 
CORPORATE  OBJECTIVES 
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The  achievements  of  an  organization  are  the 
result  of  the  combined  efforts  of  each  individual  in 
the  organization  working  toward  common  objec- 
tives. These  objectives  should  be  realistic,  should 
be  clearly  understood  by  everyone  in  the  organiza- 
tion, and  should  reflect  the  organization's  basic 
character  and  personality. 

If  the  organization  is  to  fulfill  its  objectives, 
it  should  strive  to  meet  certain  other  fundamental 
requirements: 

FIRST,  the  most  capable  people  available 
should  be  selected  for  each  assignment  within  the 
organization.  Moreover,  these  people  should  have 
the  opportunity  —  through  continuing  programs  of 
training  and  education  —  to  upgrade  their  skills 
and  capabilities.  This  is  especially  important  in  a 
technical  business  where  the  rate  of  progress  is 
rapid.  Techniques  that  are  good  today  will  be  out- 
dated in  the  future,  and  people  throughout  the 
organization  should  continually  be  looking  for  new 
and  better  ways  to  do  their  work. 

SECOND,  enthusiasm  should  exist  at  all  levels. 
People  in  important  management  positions  should 
not  only  be  enthusiastic  themselves,  they  should  be 
selected  for  their  ability  to  engender  enthusiasm 
among  their  associates.  There  can  be  no  place, 
especially  among  the  people  charged  with  manage- 
ment responsibility,  for  half-hearted  interest  or 
half-hearted  effort. 
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THIRD,  even  though  an  organization  is  made 
up  of  people  fully  meeting  the  first  two  require- 
ments, all  levels  should  work  in  unison  toward 
common  objectives  and  avoid  working  at  cross 
purposes  if  the  ultimate  in  efficiency  and  achieve- 
ment is  to  be  obtained. 

It  has  been  our  policy  at  Hewlett-Packard  not 
to  have  a  tight  military-type  organization,  but 
rather,  to  have  overall  objectives  which  are  clearly 
stated  and  agreed  to,  and  to  give  people  the  free- 
dom to  work  toward  those  goals  in  ways  they 
determine  best  for  their  own  areas  of  responsibility. 

Our  Hewlett-Packard  objectives  were  initially 
published  in  1957.  Since  then  they  have  been  modi- 
fied from  time  to  time,  reflecting  the  changing 
nature  of  our  business  and  social  environment. 
This  booklet  represents  the  latest  updating  of  our 
objectives.  We  hope  you  find  them  informative 
and  useful. 


Chairman  of  the  Board 


President  and  Chief  Executive  Officer 


July,  1974 


70-315  O  -  76  -  18 
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HEWLETT-PACKARD  OBJECTIVES 
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1.  PROFIT 

OBJECTIVE:  To  achieve  sufficient  profit  to 
finance  our  company  growth  and  to  provide 
the  resources  we  need  to  achieve  our  other 
corporate  objectives. 

In  our  economic  system,  the  profit  we  generate 
from  our  operations  is  the  ultimate  source  of  the 
funds  we  need  to  prosper  and  grow.  It  is  the  one 
absolutely  essential  measure  of  our  corporate  per- 
formance over  the  long  term.  Only  if  we  continue 
to  meet  our  profit  objective  can  we  achieve  our 
other  corporate  objectives. 

Our  long-standing  policy  has  been  to  reinvest 
most  of  our  profits  and  to  depend  on  this  reinvest- 
ment, plus  funds  from  employee  stock  purchases 
and  other  cash  flow  items,  to  finance  our  growth. 
This  can  be  achieved  if  our  return  on  net  worth  is 
roughly  equal  to  our  sales  growth  rate.  We  must 
strive  to  reach  this  goal  every  year  without  limiting 
our  efforts  to  attain  our  other  objectives. 

Profits  vary  from  year  to  year,  reflecting  chang- 
ing economic  conditions  and  varying  demands  for 
our  products.  Our  needs  for  capital  also  vary,  and 
we  depend  on  short-term  bank  loans  to  meet  those 
needs  when  profits  or  other  cash  sources  are  in- 
adequate. However,  loans  are  costly  and  must  be 
repaid;  thus,  our  objective  is  to  rely  on  reinvested 
profits  as  our  main  source  of  capital. 

Meeting  our  profit  objective  requires  that  we 
design  and  develop  each  and  every  product  so  that 
it  is  considered  a  good  value  by  our  customers,  yet 
is  priced  to  include  an  adequate  profit.  Maintaining 
this  competitiveness  in  the  marketplace  also  re- 
quires that  we  perform  our  manufacturing,  market- 
ing and  administrative  functions  as  economically 
as  possible. 

Profit  is  not  something  that  can  be  put  off  until 
tomorrow;  it  must  be  achieved  today.  It  means  that 
myriad  jobs  be  done  correctly  and  efficiently.  The 
day-to-day  performance  of  each  individual  adds  to 
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—  or  subtracts  from  — 
responsibility  of  all. 

2.  CUSTOMERS 


our  profit.  Profit  is  the 


OBJECTIVE:  To  provide  products  and  serv- 
ices of  the  greatest  possible  value  to  our  custo- 
mers, thereby  gaining  and  holding  their  respect 
and  loyalty. 

The  success  and  prosperity  of  our  company  will 
be  assured  only  if  we  offer  our  customers  superior 
products  that  fill  real  needs  and  provide  lasting 
value,  and  that  are  supported  by  a  wide  variety  of 
useful  services,  both  before  and  after  sale. 

Our  responsibility  to  the  customer  begins  with 
product  development.  Products  must  be  designed 
to  provide  superior  performance  and  long,  trouble- 
free  service.  Once  in  production,  these  products 
must  be  manufactured  at  a  reasonable  cost  and  with 
superior  workmanship. 

A  prime  objective  of  our  marketing  depart- 
ments is  to  see  that  the  finished  product  is  backed 
by  prompt,  efficient  service.  Moreover,  good 
communication  should  be  maintained  with  the 
customer  and  among  various  HP  sales  teams. 

Because  of  our  broad  and  growing  line  of  prod- 
ucts, very  often  several  sales  teams  will  be  working 
with  a  single  customer.  Each  of  these  teams  has  a 
high  degree  of  technical  knowledge  and  sales  skill. 
There  must  be  considerable  cooperation  among 
teams  to  assure  that  the  products  recommended 
best  fulfill  the  customer's  overall,  long-term  needs. 

HP  customers  must  feel  that  they  are  dealing 
with  one  company  with  common  policies  and  serv- 
ices, and  that  our  company  is  genuinely  interested 
in  arriving  at  proper,  effective  solutions  to  their 
problems.  Confusion  and  competition  among  sales 
teams  must  be  avoided  by  a  clear  assignment  of 
sales  responsibilities,  plus  sound  judgment  by  HP 
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sales  people  in  understanding  customer  needs  and 
HP  objectives. 

3.  FIELDS  OF  INTEREST 

OBJECTIVE:  To  enter  new  fields  only  when 
the  ideas  we  have,  together  with  our  technical, 
manufacturing  and  marketing  skills,  assure  that 
we  can  make  a  needed  and  profitable  contribu- 
tion to  the  field. 

The  original  Hewlett-Packard  products  were 
electronic  measuring  instruments.  Today  our  prod- 
uct line  has  expanded  to  include  instruments  for 
chemical  and  biomedical  measurement  and  analy- 
sis, computers  to  automate  measurement  and  to 
process  the  data,  as  well  as  electronic  calculators 
and  complete  computer  systems.  Thus  our  growth 
has  led  to  a  continuing  expansion  of  our  fields  of 
interest.  To  a  large  extent,  diversification  has  come 
from  applying  our  resources  and  skills  to  fields 
technically  related  to  our  traditional  ones. 

The  key  to  HP's  prospective  involvement  in 
new  fields  is  contribution.  This  means  providing 
customers  with  something  new  and  needed,  not 
just  another  brand  of  something  they  can  already 
buy.  To  meet  this  objective  we  must  continually 
generate  new  ideas  for  better  kinds  of  products. 
It  is  essential  that  before  final  decision  is  made  to 
enter  a  new  field,  full  consideration  be  given  to  the 
associated  problems  of  manufacturing  and  market- 
ing these  products. 

4.  GROWTH 

OBJECTIVE:  To  let  our  growth  be  limited 
only  by  our  profits  and  our  ability  to  develop 
and  produce  technical  products  that  satisfy  real 
customer  needs. 

How  large  should  a  company  become?  Some 
people  feel  that  when  it  has  reached  a  certain  size 
there  is  no  point  in  letting  it  grow  further.  Others 
feel  that  bigness  is  an  objective  in  itself.  We  do 
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not  believe  that  large  size  is  important  for  its  own 
sake;  however,  for  at  least  two  basic  reasons,  con- 
tinuous growth  is  essential  for  us  to  achieve  our 
other  objectives. 

In  the  first  place,  we  serve  a  rapidly  growing 
and  expanding  segment  of  our  technological  so- 
ciety. To  remain  static  would  be  to  lose  ground. 
We  cannot  maintain  a  position  of  strength  and 
leadership  in  our  field  without  growth. 

In  the  second  place,  growth  is  important  in 
order  to  attract  and  hold  high  caliber  people. 
These  individuals  will  align  their  future  only  with 
a  company  that  offers  them  considerable  oppor- 
tunity for  personal  progress.  Opportunities  are 
greater  and  more  challenging  in  a  growing  company. 

5.  OUR  PEOPLE 

OBJECTIVE:  To  help  HP  people  share  in  the 
company s  success,  which  they  make  possible; 
to  provide  job  security  based  on  their  perform- 
ance; to  recognize  their  individual  achieve- 
ments; and  to  insure  the  personal  satisfaction 
that  comes  from  a  sense  of  accomplishment  in 
their  work. 

We  are  proud  of  the  people  we  have  in  our 
organization,  their  performance,  and  their  attitude 
toward  their  jobs  and  toward  the  company.  The 
company  has  been  built  around  the  individual, 
the  personal  dignity  of  each,  and  the  recognition  of 
personal  achievements. 

We  feel  that  general  policies  and  the  attitude 
of  managers  toward  their  people  are  more  im- 
portant than  specific  details  of  the  personnel  pro- 
gram. Personnel  relations  will  be  good  only  if 
people  have  faith  in  the  motives  and  integrity  of 
their  supervisors  and  of  the  company.  Personnel 
relations  will  be  poor  if  they  do  not. 

The  opportunity  to  share  in  the  success  of  the 
company  is  evidenced  by  our  above-average  wage 
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and  salary  level,  our  profit-sharing  and  stock  pur- 
chase plans,  and  by  other  company  benefits. 

The  objective  of  job  security  is  illustrated  by 
our  policy  of  avoiding  large  ups  and  downs  in  our 
production  schedules,  which  would  require  hiring 
people  for  short  periods  of  time  and  laying  them 
off  later.  We  are  interested  that  each  employee 
carry  a  full  load  and  be  eager  to  remain  with  and 
grow  with  the  company.  This  does  not  mean  we 
are  committed  to  an  absolute  tenure  status,  nor 
do  we  recognize  seniority  except  where  other  fac- 
tors are  reasonably  comparable. 

In  a  growing  company  there  are  apt  to  be  more 
opportunities  for  advancement  than  there  are  quali- 
fied people  to  fill  them.  This  is  true  at  Hewlett- 
Packard;  opportunities  are  plentiful  and  it  is  up 
to  the  individual,  through  personal  growth  and  de- 
velopment, to  take  advantage  of  them. 

We  want  people  to  enjoy  their  work  at  HP,  and 
to  be  proud  of  their  accomplishments.  This  means 
we  must  make  sure  that  each  person  receives  the 
recognition  he  or  she  needs  and  deserves.  In  the 
final  analysis,  people  at  all  levels  determine  the 
character  and  strength  of  our  company. 


6.  MANAGEMENT 

OBJECTIVE:  To  foster  initiative  and  creativity 
by  allowing  the  individual  great  freedom  of  ac- 
tion in  attaining  well-defined  objectives. 

In  discussing  HP  operating  policies,  we  often 
refer  to  the  concept  of  "management  by  objective." 
By  this  we  mean  that  insofar  as  possible  each  in- 
dividual at  each  level  in  the  organization  should 
make  his  or  her  own  plans  to  achieve  company 
objectives  and  goals.  After  receiving  supervisory 
approval,  each  individual  should  be  given  a  wide 
degree  of  freedom  to  work  within  the  limitations 
imposed  by  these  plans,  and  by  our  general  cor- 
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porate  policies.  Finally,  each  person's  performance 
should  be  judged  on  the  basis  of  how  well  these 
individually  established  goals  have  been  achieved. 

The  successful  practice  of  "management  by 
objective"  is  a  two-way  street.  Management  must 
be  sure  that  each  individual  understands  the  im- 
mediate objectives,  as  well  as  corporate  goals  and 
policies.  Thus  a  primary  HP  management  responsi- 
bility is  communication  and  mutual  understanding. 
Conversely,  employees  must  take  sufficient  interest 
in  their  work  to  want  to  plan  it,  to  propose  new 
solutions  to  old  problems,  to  stick  their  necks  out 
when  they  have  something  to  contribute.  "Man- 
agement by  objective,"  as  opposed  to  management 
by  directive,  offers  opportunity  for  individual  free- 
dom and  contribution;  it  also  imposes  an  obligation 
for  everyone  to  exercise  initiative  and  enthusiasm. 

In  this  atmosphere  it  is  particularly  important 
that  the  strength  of  the  whole  company  is  kept  in 
mind  and  that  cooperation  between  individuals  and 
between  operating  units  is  vital  to  our  profitable 
growth. 

It  is  important  for  everyone  to  realize  there  are 
some  policies  which  must  be  established  and  strictly 
maintained  on  a  corporate-wide  basis.  We  welcome 
recommendations  on  these  corporate-wide  policies 
from  all  levels  but  we  expect  adherence  to  them  at 
all  times. 


7.  CITIZENSfflP 

OBJECTIVE:  To  honor  our  obligations  to  so- 
ciety by  being  an  economic,  intellectual  and 
social  asset  to  each  nation  and  each  commun- 
ity in  which  we  operate. 

All  of  us  should  strive  to  improve  the  environ- 
ment in  which  we  live.  As  a  corporation  operating 
in  many  different  communities  throughout  the 
world,  we  must  assure  ourselves  that  each  of  these 
communities  is  better  for  our  presence.  This  means 
building  plants  and  offices  that  are  attractive  and 
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in  harmony  with  the  community;  it  means  solving 
instead  of  contributing  to  the  problems  of  traffic 
and  pollution;  it  means  contributing  both  money 
and  time  to  community  projects. 

Each  community  has  its  particular  set  of  social 
problems.  Our  company  must  help  to  solve  these 
problems.  As  a  major  step  in  this  direction,  we 
must  strive  to  provide  worthwhile  employment  op- 
portunities for  people  of  widely  different  back- 
grounds. Among  other  things,  this  requires  positive 
action  to  seek  out  and  employ  members  of  disad- 
vantaged groups;  and  to  encourage  and  guide 
their  progress  toward  full  participation  at  all 
position  levels. 

As  citizens  of  their  community,  there  is  much 
that  HP  people  can  and  should  do  to  improve  it  — 
either  working  as  individuals  or  through  such 
groups  as  churches,  schools,  civic  or  charitable 
organizations.  At  a  national  level,  it  is  essential 
that  the  company  be  a  good  corporate  citizen  of 
each  country  in  which  it  operates.  Moreover  our 
employees,  as  individuals,  should  be  encouraged  to 
contribute  their  support  to  the  solution  of  national 
problems. 

The  betterment  of  our  society  is  not  a  job  to 
be  left  to  a  few;  it  is  a  responsibility  to  be  shared 
by  aU. 
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Corporate  Offices  •  Hewlett-Packard  Company 
1501  Page  Mill  Road,  Palo  Alto,  California 
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Hewlett-Packard  Company 

150.  p.\oz  mill  road 
Palo  Alto.  California  94304 


December  1,  197o 


The  Honorable  George  E.   Brown,  Jr. 
Subcommittee  on  Environment  and 

the  Atmosphere 
U.S.   House  of  Representatives 
1334  L>ongvvorth  House  Office  Building 
Washington,    D.  C.  20515 

Dear  Mr.  BrowTi: 

Enclosed  is  Hewlett-Packard's  response  to  your 
letter  of  October  30,    1975,   requesting  a  written  docu- 
ment describing  our  corporate  planning  organization 
and  process.     We  appreciate  the  opportunity  to  par- 
ticipate in  your  study  of  long-term  policy  planning  and 
hope  that  the  information  we  are  supplying  is  helpful. 

If  you  would  like  more  detail  or  have  questions, 
please  let  me  know. 

Sincerely  yours. 


JCB:ac 
End. 


John  C.  Beckett 
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PLANNING  AT  HEWLETT-PACKARD  COMPANY 


Planning  is  an  inescapable  part  of  corporate  management.  E^ja 
the  decision  not  to  plan  is  a  definitive  plan  for  addressing  the  future ' 
The  general  macro  planning  cycle  consists  of  the  following  elements: 

1.  Determine  objectives 

2.  Organize  and  set  policies 

3.  Hire,    train,   and  deploy  people 

4.  Allocate  capital  and  expense  resources 

5.  Measure,   evaluate,   and  feed  back  results  to  modify 
the  first  four  steps  -  then  repeat  cycle. 


At  Hewlett-Packard  the  corporate  objective    are  a  comprehen 
sive  interactive  guide  to  the  direction  of  the  company.     They  are  put 
lished  and  a  copy  is  given  to  every  employee,   vital  points  that  are  j 
often  neglected.     The  organization  has  changed  many  times  over  the 
years  but  is  now  based  on  a  worldwide  product  line  management  prin 
ciple  with  similar  product  lines  aggregated  into  divisions  and  then  int 
groups  to  provide  management  control  of  a  decentralized  operation. 
There  is  a  geographical  management  overlay  to  take  care  of  those 
functions  which  are  uneconomic  to  provide  on  a  product  line  basis  in  . 
some  parts  of  the  world. 

The  Five -Year  Plan 

Detailed  planning  is  done  aanually  at  Hewlett-Packard  and  look 
out  five  years.  This  process  starts  with  the  sending  of  planning  guicj 
lines,  economic  forecasts,  and.  a  schedule  to  product  line  managers  i 
March.  Such  is  the  pace  of  technological  change  that  these  plans  looj 
ahead  for  only  three  years  at  the  product  level.  The  numbers  are 
entere-'  'nto  an  HP  2000  time-s'  are  system  and  a  program  consolidat 
them  he  group  level  for  review  and  modification.  Group  manage- 
ment :   ;  .  extends  the  plan  in  less  detail  for  two  more  years  to  cover 
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onger  lead  time  items  such  as  land  and  building  acquisition,  people 
)lans,   etc.     These  data,   together  v/ith  a  narrative  description  of  the 
jalient  features  of  the  plan,   are  sent  to  the  Executive  Vice  Presidents 
md  the  Corporate  Planning  Department  for  consolidation  and  review  at 
he  corporate  level.     Usually  a  few  cycles  of  review,   com_irtent,  and 
nodification  are  necessary  before  the  plans  are  considered  believable 
md  implementable.     This  is  because  "bottoms  up"  planning  of  chis  kind 
;ends  to  be  too  optimistic  in  terms  of  growth  and  also  the  cash  resources 
to  fund  growth  are  only  completely  visible  at  the  corporate  level. 

These  plans  are  reviewed  and  discussed  at  the  general  manage - 
meent  meeting  in  June  where  over  100  top  managers  from  all  over  the 
corporation  gather.     They  are  then  revised  further  if  necessary.  In 
August  the  focus  changes  to  the  next  fiscal  year  (v;hich  starts  on  Novem- 
ber 1)  and  discussions  are  held  with  the  field  sales  force  on  order 
quotas.     V.'lien  these  are  settled  detailed  targeting  of  order,  shipment, 
md  expense  numbers  for  the  coming  year  is  worked  out,  discussed, 
compared  with  econometric  forecasts,   and  finally  approved. 

The  major  questions  to  be  settled  in  this  whole  process  have  to 
io  with  growth  rates  and  the  allocation  of  people,   expense,  and  capital 
resources  to  the  various  product  lines.     There  are  never  enough 
resources  to  do  all  of  the  things  that  are  attractive,  and  so  product  and 
project  selection  is  the  vital  element  in  the  continuance  of  a  success-  ■ 
ful,  healthy  corporation.     The  analysis  includes  customer  need,  tech- 
lical  risk,   and  the  competitive  picture,   among  other  items.     Tne  pro- 
duct decisions  get  visibility  at  the  top  level  annually  by  means  of  day- 
long division  reviews. 

Longer  Range  Planning 

A  second  kind  of  planning  that  goes  on  continually  but  in  a  less 
organized  fashion  looks  out  5-15  years.     Over  this  time  frame  the 
critical  inputs  are  technology,   the  economies  within  wh'ch  we  operate, 
md  the  social-political  environment.     The  plans  and  actions  that  stem 
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from  these  considerations  include  investment  in  land  and  buildings, 
geographic  expansion  or  contraction,   and  the  training  and  development 
of  a  good  supply  of  suitably-trained  people. 


In  answering  the  specific  questions  asked: 

1.  Since  the  future  is  uncertain,   we  aim  to  keep  a  financially 
strong,   alert,  and  agile  company  with  people  who  can  move 
quickly  in  response  to  unexpected  developments.     We  plan 
carefully  but  do  not  adhere  sla'vi.shly  to  the  plan  if  circum- 
stances change. 

2.  Planning  is  decentralized  to  the  worldv.ide  product  lines 
and  is  done  by  the  functional  management.     A  small  central 
staff  of  3  people  (out  of  30,000  in  the  company)  organizes 
the  planning  system,   supplies  the  economic  forecasts  and 
timetable,   and  does  the  consolidation.     The  Director  of 
Corporate  Development  in  charge  of  the  planning  system 
was  a  division  manager  himself  and  relates  to  line  manage- 
ment on  a  direct  personal  basis.     He  reports  to  the  Presi- 
dent, William  Hewlett. 


3.  Five  years  for  detailed  plans.     5-15  years  for  technology, 
.  plant,  and  people  development.     The  times  were  picked  because 

they  represent  a  compromise  between  the  response  time  of 
the  organization  and  the  accuracy  with  which  we  can  look 
ahead.     The  five-year  plan  is  updated  annually  and  when  new 
substantially -different  inputs  are  received.     The  longer -range 
plans  are  under  constant  revision  due  mainly  to  exogenous 
inputs. 

4.  Economic  forecasting  is  done  on  an  econometric  model  basis. 
Technological  developments  and  other  changes  are  done  by 
conrxbination    of  unofficial  Delphi  and  expert  opinion.  Both 
methods  in  the  correct  context  have  been  accurate  and  useful. 


279 


Planning  at  Hewlett-Packard  Company  -  page  4 

5.  The  methods  are  described  in  the  narrative.     Tne  r.-iodel 
is  computer- zed  on  the  timeshare  and  is  easy  to  upi^te. 
We  use  alternative  or  worst  case  scenarios  as  seens 
necessary,  but  not  as  routine.     A  strong  financial  posture 
together  with  alert,   well-trained  management  is  the  only 
method  we  know  that  can  hope  to  respond  to  ''the  slings 
and  arrows  of  outrageous  fortune." 

6.  Lav/,   technology  evolution,   geo-political  attitudes,  and 
people's  aspirations  are  among  the  many  considerations. 
The  corporate  objectives  are  a  good  guide  to  many  of 
the  unquantifiable  factors. 

7.  Written,   communicated,   and  widely  distributed  pragmatic 
objectives  appear  extremely  rare  in  business  and  gcvern- 
ment  and  yet  are  vitally  useful.     A  timeshared  interactive 
model  is  very  convenient  and  allows  the  testing  of  alter- 
native scenarios.     Detailed  planning  much  beyond  three 
years  was  unsuccessful. 

8.  Clear  and  consistent  objectives  could  be  developed  for 
each  department  and  commum  -ited  to  the  employees.  An 
inexpensive  interactive  data  t    se  for  alternative  scenarios 
could  be  tried  so  that  "what  iJ'  questions  can  be  easily 
ansv/ered.     Non-political  economists  might  be  used  :o 
produce  more  accurate  unbiased  economic  forecasts  and 
hence  econometric  models. 


John  L.  Doyle 
December  1,  1975 
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\rmonk.Ne^i  York  10504 

omcf  of  Vice  presiden  t  Dec  en±>  er  3  ,  1975 


U.  S.  House  of  Representatives 
Committee  on  Merchant  Marine 

and  Fisheries 
Room  1334,  Longworth  House  Office  Building 
Washington,  D.  C.  20515 

Attention:     Mr.  Robert  L.  Leggett,  Chairman  Subcommittee 
on  Fisheries  and  Wildlife  Conservation  and 
the  Environment 


Mr.  George  E.  Brown,  Jr.,  Chairman  Subcommittee 
on  Environment  and  the  Atmosphere 


Dear  Mr.  Leggett  and  Mr.  Brown: 


In  response  to  your  letter  to  Mr.  John  R.  Opel  of  October  30,  1975, 
I  am  enclosing  a  written  statement  describing  IBM's  planning  system 
This  statement  provides  our  answers  to  your  questions  1-6  within  th 
context  of  the  overall  system  description. 

We  do  not  feel  that  we  can  answer  your  other  two  questions: 

Question  7:     What  is  innovative  about  IBM  planning? 

While  we  have  a  general  understanding  of  corporate  planning 
practice  in  the  United  States,  we  cannot  judge  what  may  be  our 
own  innovations  as  against  those  by  other  firms,  universities 
or  governmental  agencies. 

Question  8 :     What  is  adaptable  for  use  by  the  Federal  Government 

Better  than  anyone  else,  you  understand  the  complex  problems 
with  which  you  grapple  and  the  political  and  institutional 
context  within  which  solutions  can  be  found.     Therefore,  we  fee] 
that  only  you  can  determine  what  is  adaptable. 


If  we  can  be  of  further  assistance,  please  call  on  me. 

Sincerely , 

p.  M.  Foley  A 


I 
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cc :     Mr.  J.  R.  Opel 
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PLANNING  IN  THE  IBM  CORPORATION 


OVERVIEW 

Nature  of  Business 

The  IBM  Corporation  develops,  manufactures,  markets  and  services 
a  wide  variety  of  information-handling  products.     Most  of  these 
products  fall  into  three  business  areas:     Data  Processing  (DP), 
the  products  making  up  the  larger  scale  data  processing  systems 
such  as  the  System  37C;   General  Systems   (GS) ,  those  for  the  smaller 
scale  data  processing  system  such  as  the  System  3,  as  well  as  sensor- 
based  systems  such  as  the  System  7;  and  Office  Products  (OP), 
including  typewriters,  copiers  and  other  products  used  in  the  office. 
The  remaining  IBM  activities  deal  with  advanced  technology  and 
special  systems  to  meet  the  needs  of  the  United  States  Government; 
with  disk  packs,  data  modules  and  supplies  used  in  information- 
handling  systems;   and  with  educational  materials  and  services  for 
schools  and  industry. 

IBM  does  about  half  of  its  business  outside  the  United  States.  The 
scale  of  our  operations  worldwide  is  reflected  in  these  1974  data: 

Gross  Income  from 

&ales.  Rentals  and  Services  $12.7  billion 

Total  Assets  14.0  billion 

Number  of  Employees  292  thousand 

Organizational  Philosophy 

Insofar  as  planning  is  concerned,  IBM's  philosophy  of  organization 
is  implemented  as  follows: 

a.  IBM  activities  are  grouped  into  a  number  of  operating  units 
which,  where  feasible,  have  profit/loss  responsibility.  These 
units  are  differentiated  by  business  area  and  geographic  region, 
and  have  the  range  of  functions  needed  to  conduct  their  assigned 
missions  as  autonomously  as  practical. 

b.  Operating  unit  management  is  responsible  for  development  and 
implementation  of  its  plans.     Prior  to  implementation,  plans 
are  reviewed  and  approved  by  Corporate  management.  Perfor- 
mance against  plan  is  measured  and  controlled  by  operating 
unit  management,  and  monitored  by  the  Corporate  staff. 
Periodically,  the  results  of  operations  are  reviewed  with 
Corporate  management.     Plan  changes,  as  necessary,  are  also 
reviewed  and  approved  by  Corporate  management. 

c.  Business  policies  are  controlled  at  the  Corporate  level,  and 
provide  the  broad  framework  within  which  all  operating  units 
function . 

d.  In  its  review  and  assessment  of  the  operating  units'  plans 
and  performance.  Corporate  management  is  assisted  by  the 
Corporate  staff  which  provides  counsel  and  performs  certain 
centralized  services. 


70-315  O  -  76  -  19 
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IBM  Structure  ■ 

The  organizational  structure  of  IBM  is  given  in  Figure  1.  Shown  ill 
shaded  form,  six  operating  units  involved  in  the  three  major  busir  s 
areas  have  been  assigned  missions  as  follows: 

a.  Data  Processing  Complex   (DPC)   -  For  the  DP  business  area,  DPC 
has  responsibility  for  coordination  of  market  requirements  and 
development  of  products  worldwide,  and  for  manufacturing, 
marketing  and  service  within  the  U.S. 

b.  General  Systems  Division  (GSD)  and  Office  Products  Division  (C ] 
For  the  GS  and  OP  business  areas  respectively,  GSD  and  OPD  havi 
responsibilities  worldwide  and  within  the  U.S.  which  are  analcji 
to  those  of  the  DPC. 

c.  Europe/Middle  East/Africa  (EMEA)   and  Americas/Far  East   (AFE)  - 
For  the  DP  business  area,  EMEA  and  AFE  have  responsibility  for 
manufacturing,  marketing  and  service  within  their  respective 
geographic  regions.     For  the  GS  and  OP  business  areas,  they 
have  responsibility  for  marketing  and  service  in  the  smaller 
countries. 

d.  General  Business  Group  International   (GBGI)   -  For  the  GS  and 
OP  business  areas,  GBGI  has  responsibility  for  giving  function 
guidance  for  manufacturing,  marketing  and  service  within  the 
larger  countries  outside  the  U.S. 

There  are  strong  dependencies  among  these  six  units  and  some  degre 
of  overlap  among  the  three  business  areas.     Consistent  with  our 
philosophy  of  decentralized  management  of  operations,  the  planning 
and  control  system  requires  the  designated  units  to  develop  and 
implement  their  separate  but  coordinated  plans  within  an  integrate'. 
Corporate  framework. 

2 .      THE  BASIC  PLANNING  PROCESS 

Dealing  with  Change 

Information  handling  products  are  used  across  the  entire  spectrum 
of  human  activity  and  in  every  part  of  the  world.     The  number  and 
scope  of  product  applications  are  expanding  rapidly,  being  limited 
only  by  the  creativity  which  the  users  and  firms  like  our  own  brin< 
bear  on  solving  information  problems. 

Continuing  and  rapid  change  is,  therefore,  inherent  in  our  busines!; 
Technology  is  advancing  rapidly;  competition  is  intense;  the  world 
economy  is  in  flux;  governmental  actions  often  affect  the  business 
environment;  and  societies  everywhere  are  moving  through  an  "age  o: 
discontinuity."     Expecting  change  and  recognizing  that  it  may  take' 
many  forms,  IBM  scans  the  environment  through  two  organizational 
mechanisms  --  one  being  the  operating  units  affected  and  the  secon< 
the  Corporate  staff. 
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Operating  unit  management  maintains  an  awareness  of  emerging 
problems  or  opportunities  which  may  affect  its  business.  Concurrently, 
within  their  respective  areas  of  functional  expertise,  the  various 
Corporate  staffs  are  also  monitoring  change.     When  an  event  or  trend 
of  potential  significance  is  detected   (e.g.,  slackening  of  economic 
conditions  in  a  country  we  serve) ,  the  operating  unit  affected  will 
alert  Corporate  management  as  to  the  magnitude  and  timing  of  the 
expected  effects.     In  some  cases,  the  unit  is  joined  by  the  Corporate 
staff  in  developing  and  recommending  a  course  of  action.  Once 
accepted,  these  recommendations  are  then  built  into  the  unit's  plan 
by  its  management.     Where  a  problem  is  of  major  and  continuing 
importance   (e.g.,  energy),  a  joint  council  involving  affected  units 
and  staffs  will  be  created  to  monitor  and  recommend  action  on  a 
regular  basis. 

Organizing  for  Planning 

The  planning  and  control  system  pervades  the  entire  IBM  organiza- 
tional structure.   It  serves  as  a  primary  communication  link  between 
Corporate  and  operating  unit  management  for  establishing  unit  objec- 
tives and  strategic  direction,  negotiating  plan  commitments  and 
measuring  performance  against  plan.     The  bulk  of  the  planning  done 
within  IBM  is  not  only  decentralized  into  the  several  operating  units, 
but  within  any  given  unit,  planning  is  further  decentralized  to 
the  plant  and  laboratory  levels. 

As  indicated  at  the  outset,  planning  and  implementation  are  line 
management  responsibilities.  However,  planning  staffs  to  support 
line  management  exist  at  the  Corporate,  operating  unit  (and  where 
these  are  large,  at  the  divisional  or  country)  and  plant/laboratory 
levels.     The  size  and  functional  mix  of  these  staffs  depend  on  the 
specific  responsibilities  of  the  line  managers  they  support.     At  the 
operating  unit  level,  the  executive  will  normally  have  finance  and 
planning,  as  well  as  the  functional  skills  needed  to  develop  a  prop- 
erly balanced  profit  plan.     For  example,  his  technical  staff  will 
review  and  assist  in  integrating  the  various  product  plans  into  the 
unit  plan.     The  unit  executive  makes  the  final  judgments  as  to 
business  volumes  to  be  achieved,  resources  required  and  risks  to 
be  accepted. 

At  the  Corporate  level,  the  line  executives  also  have  finance, 
planning  and  other  functional  staffs  to  assist  them.  For  example, 
among  the  responsiblities  of  the  Corporate  Business  Plans  staff 
are  design  of  the  IBM  planning  system,  establishing  plan  guid- 
ance and  data  requirements,  managing  the  plan  schedule,  recommending 
profit  targets  for  the  various  operating  units,  and  reviewing  and 
assessing  their  strategies  and  plans. 

Program  and  Period  Planning 

There  are  two  distinct  but  interactive  kinds  of  planning  within 
the  IBM  system  as  shown  in  Figure  2   (light  outline  for  program 
planning;  bold,  for  period  planning) : 

a.     Program  planning   (e.g.,  a  program  to  develop  a  product  or 

improve  the  productivity  of  a  function)   is  characterized  by  the 
following:     The  program  plan  generally  has  a  single  objective,  but 
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may  involve  several  functional  elements.     Its  time  horizon 
is  determined  by  the  nature  of  the  specific  program  objective 
and  the  work  processes  required  to  achieve  it;  its  cycle 
for  review  and  decision-making,  by  the  inherent  dynamics  of 
the  program. 

At  any  point  in  the  time,  each  operating  unit  has  a  large 
portfolio  of  product  and  functional  programs  in  various 
stages  of  planning  and  implementation. 

b.     Period  planning  complements  program  planning  and  is  char- 
acterized by  the  following:     The  period  plans  balance  among 
multiple  program  and  other  objectives  to  achieve  the  profit 
targets  assigned.     Its  time  horizons  are  fixed  by  Corporate 
management,  being  2  years  for  the  operating  plan  and  5  years 
for  the  strategic  plan.     The  cycle  for  review  and  decision- 
making is  tied  to  the  calendar  to  assure  the  availability  of 
an  operating  budget  for  each  unit  at  the  beginning  of  each 
year. 

Clearly,  decisions  made  as  part  of  the  period  planning  process 
affect  the  program  plans  —  accelerating  some,  terminating  others 
and  so  on.     The  converse  is  also  true  —  some  program  decisions 
require  changes  in  the  period  plan  of  an  operating  unit.     It  is 
the  responsibility  of  operating  unit  management  to  establish  and 
maintain  the  proper  balance  among  its  objectives  and  resources, 

PROGRAM  PLANNING  \ 

Product  Management 

Program  planning  may  be  directed  toward  a  system,  product,  industr 
(i.e.,  a  specific  class  of  customers)  or  functional  objective.  To 
illustrate  the  process,  we  consider  the  planning  associated  with 
a  product  program.     Such  planning  generally  proceeds  in  two  distin 
stages:     defining  the  market  requirements  and,  once  the  requiremen 
have  been  accepted,  translating  them  into  products. 

In  most  cases,  the  market  requirements  relate  to  an  existing  IBM 
product,  one  for  which  there  has  been  a  continuing  need.     As  part 
of  his  normal  activities,  the  manager  within  an  operating  unit 
having  responsibility  for  a  certain  product  will  periodically 
measures  the  performance  versus  program  plan  for  the  product  he 
currently  has  in  the  field.     Concurrently,  he  will  be  proceeding 
with  the  development  of  advanced  techniques  and  devices  for  the 
next  generation  product.     Depending  cn  the  sales  performance  of 
the  current  product  and  the  availability  of  new  technology,  he 
will  recommend  to  his  management  whether  and  how  to  enhance 
or  replace  it.     Since  many  of  our  products  work  together  within 
a  data  processing  system,  the  product  manager's  recommendations 
must  always  be  considered  within  the  total  systems  framework  — 
systems  integrity  must  be  maintained. 
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m  some  cases,  a  customer's  needs  may  be  basically  new,  lying  some- 
vhat  beyond  IBM's  current  skills  and  experience.     Product  planners 
vill  then  work  with  the  marketing  force  on  case  studies,  interviews 
and  questionnaires  to  determine  the  users'   requirements,  the 
functional  characteristics  needed  in  the  new  product  and  its 
expected  mode  of  use.     Depending  on  the  prospects  for  an  economically 
sound  program,  the  product  manager  will  make  his  recommendations  as 
to  proceeding  with  it. 

ht  its  discretion,  operating  unit  management  initiates  programs 
vhich  fall  within  the  assigned  missions,  approved  strategies  and 
negotiated  organizational  budgets  of  the  unit.     Once  initiated, 
bhe  management  periodically  reviews  performance  against  program 
plan.     These  reviews  typically  occur  as  the  product  program  moves 
from  one  phase  into  the  next   (e.g.,  from  study  into  design).  The 
product  manager  reviews  all  aspects  of  the  program   (e.g.,  forecasts 
Df  business  volumes,  cost  estimates,  technical  problems,  schedules, 
5tc.)  with  the  operating  unit  management,  and  with  all  functions 
and  operating  units  having  an  interest  in  the  program.     Prior  to 
product  announcement,  there  must  be  agreement  as  to  its  economic 
soundness,  and  commitment  from  each  organization  to  do  its  part. 
\fter  announcement,  there  are  periodic  reviews  of  performance 
against  plan,  with  corrective  action  taken  as  necessary. 

F'orecasting 

EBM  relies  on  in-house  econometric  models  to  forecast  both  the 
J.S.  economy  and  the  demand  for  certain  of  the  company's  products, 
rhe  same  techniques  are  now  being  used  for  international  forecasts. 
Economists  in  the  major  countries  work  with  the  Corporate  Economics 
Department  to  assure  proper  reflection  of  the  local  situations. 

rhe  company  uses  two  national  income  and  expenditure  models  in  its 
forecasts  of  the  U.S.  economic  picture.     The  quarterly  model  produces 
forecasts  for  use  with  the  company's  two-year  operating  plan;  the 
annual  model  produces  forecasts  for  use  with  the  strategic  plan.  IBM 
also  uses  an  input/output  model  to  project  industry  supply  and  demand 
patterns.     The  first  two  models  each  contain  about  50  behavior 
aquations,  each  one  relating  to  some  economic  variable  such  as  the 
consumption  function  of  durables.     The  programs  are  written  mainly 
in  Fortran  and  run  on  370/155s  and  a  360/91. 

Product  forecasters  in  each  operating  unit  use  a  wide  range  of  fore- 
::asting  methods  including  analyses  of  growth  and  replacement  patterns 
for  new  product  or  systems;  extrapolation  from  a  sample  of  case 
studies  selected  to  represent  industry,  size  or  application  distri- 
Dution;   interviews  or  questionnaires  for  new  products;  and  projections 
oased  on  sales  or  backlog  analyses  for  products  already  ani^ounced . 
rhrough  the  use  of  typical  system  configuration  ratios,  systems 
forecasts  are  decomposed  into  forecasts  of  the  individual  products 
comprising  them. 
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PERIOD  PLANNING 

An  overall  planning  system  is  necessary  to  meet  the  business  needs 
of  the  Corporation  and  its  operating  units.   In  this  system,  each 
IBM  operating  unit  annually  performs  both  strategic  and  operating 
planning.     The  purpose  of  strategic  planning  by  a  unit  is  to 
establish  its  business  direction;  that  of  operating  planning,  to 
implement  the  direction  within  budgeting  requirements  and  commit 
the  unit  to  achieving  planned  results. 

Strategic  Planning 

Key  elements  in  strategic  planning  are  Corporate  targets,  operating 
unit  goals,  product/system  and  functional  strategies,  and  a 
strategic  plan.     The  five-year  time  horizon  for  strategic  planning 
lies  sufficiently  beyond  the  two-year  operating  period  so  that 
sound  and  timely  decisions  on  business  direction  can  be  made.  The 
strategic  process  is  as  follows: 

a .  Corporate  Targets  and  Operating  Unit  Goals 

Corporate  management  assigns  targets   (profit  and  profit  margin) 
to  each  operating  unit.     In  response,  each  operating  unit 
management  develops  and  assigns  goals  to  its  product/system 
and  functional  management  to  guide  their  strategy  development. 

b.  Strategies 

Operating  units  with  development  responsibilities  prepare  and 
maintain  product/system  strategies  to  serve  as  the  foundation 
for  their  marketplace  offerings.     All  units  prepare  functional 
strategies  to  assure  that  the  most  effective  organization  and 
business  approaches  are  used  to  achieve  increasing  productivity 
of  resources.     As  part  of  its  marketing  strategy,  a  unit  may 
assign  industry  goals  and  develop  strategies  to  meet  the  needs 
unique  to  specific  customer  sets. 

c .  Strategic  Plan 

The  strategic  plan  integrates  the  several  product/system  and 
functional  strategies  of  the  unit,  presents  the  financial 
results  over  the  plan  period  and  compares  planned  results 
against  Corporate  targets.     This  plan   (and  selected  strategies) 
is  submitted  to  the  Corporate  Management  Committee   (CMC)  by 
the  operating  unit  executive.     The  plans  are  reviewed  by  the 
Corporate  staff  and,  prior  to  CMC  review,  their  assessments 
are  forwarded  to  the  CMC  and  the  operating  unit.     Among  the 
bases  for  these  assessments  are: 

Consistency  with  approved  strategic  direction. 

Balance  between  objectives  sought  and  resources  required. 

Relationships  to  plans  of  other  operating  units. 

Excellence  in  each  functional  area. 
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Certain  staffs  also  write  short  critiques  as  to  the  strengths, 
weaknesses  or  risks  associated  with  the  individual  plans.  On 
the  basis  of  these  staff  inputs  and  the  operating  unit  presen- 
tation, the  CMC  approves  the  unit's  proposed  business  direction, 
resolves  nonconcurrences ,  reevaluates  its  targets  and  reassigns 
them. 

To  support  this  planning  work,  the  operating  units  with  product 
development  responsibility  generate  product  assumptions; 
Corporate  Economics  provides  the  economic  and  environmental 
assumptions;  and  the  various  Corporate  staffs  issue  functional 
guidance  as  necessary.     Other  factors  and  trends  are  monitored 
and  analyzed  to  determine  their  possible  implications  (e.g., 
environmental  issues,  consumerism,  privacy  and  data  security, 
and  international  political  and  economic  relationships) . 

Using  the  product  and  economic  assumptions,  the  forecasting 
department  of  each  operating  unit  produces  an  overall  set  of 
business  volumes  by  integrating  the  individual  product  forecasts 
previously  developed  with  the  results  of  the  supply-demand 
balancing  against  the  order  backlog.     These  volumes  provide 
management  with  a  projection  based  on  explicitly  defined  and 
quantifiable  factors.     Management  then  applies  judgment  to  take 
into  consideration  the  unquantif iable  considerations  previously 
mentioned,  and  the  adjusted  business  vol\imes  are  distributed  to 
the  various  functions  as  the  basis  for  their  plans.     Based  on 
historical  experience,  each  function  then  uses  its  own  planning 
factors  and  models  to  translate  these  volumes  into  workload, 
resources  and  cost/expense.     Computer  models  are  widely  used 
at  both  the  operating  unit  and  Corporate  levels.     For  example, 
all  manufacturing  activities  use  computers  extensively  for 
balancing  supply  against  demand  and  determining  plant  loadings; 
engineering,  for  design  automation;  marketing  and  service,  for 
territory  analysis  and  proposal  preparation.     The  unit  staff 
then  integrates  the  several  functional  inputs  into  a  properly 
balanced  plan;  the  unit  executive  approves  and  submits  it  to 
Corporate  management. 

As  one  approach  for  dealing  with  the  problems  of  uncertainty. 
Corporate  management  may  request  contingency  analyses  to  test, 
for  example,  the  effect  of  a  more  extreme  set  of  economic 
assumptions  on  unit  plans.     Corporate  Economics  will  then  issue 
two  outlooks  —  one  for  the  base  plan  and  a  second  for  the 
contingency  plan.     Operating  units  will  then  develop  two  plans 
and  review  them  with  Corporate  managmeent.     This  approach  has 
proven  useful  in  improving  the  speed  and  flexibility  of  our 
response  to  unanticipated  conditions. 

)PERATING  PLAN 

Jased  on  the  business  direction  in  the  approved  strategic  plan  and 
Including  changes  as  necessary,  the  unit  then  develops  an  operating 
3lan  which  focuses  on  implementation  over  the  current  year  plus  two. 
rhis  plan  contains  detailed  business  volumes  and  workload  forecasts, 
is  well  as  functional  resource  and  financial  plan  commitments.  These 
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data  are  developed  through  planning  processes  similar  to  those  for 
the  strategic  plan  described  above.     The  operating  plan  is  used  to 
establish  budgets  and  other  objectives  for  the  next  year.  Certain 
units  provide  selected  revenue  and  resource  items  in  a  long-range 
outlook  at  the  time  of  the  plan  submission  to  show  the  probable 
extended  effects,  risks  and  exposures  of  the  proposed  plan.  After 
approval  by  the  operating  unit  executive,  the  plan  is  submitted  foi 
Corporate  review  and  assessment   (as  for  the  strategic  plan) .  The 
CMC  resolves  nonconcur rences  and  approves  the  unit  plan. 

When  significant  deviations  occur  in  actual  results  versus  plan, 
a  unit  may  request  approval  for  changes  in  its  operating  plan. 
All  requests  are  coordinated  by  the  IBM  Director  of  Budgets  (and, 
indeed,  may  be  initiated  by  him);  those  requiring  CMC  approval  are 
reviewed  and  assessed  by  appropriate  Corporate  staffs. 
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The  Pillsbury  Company 


608  SECOND  AVENUE  SOUTH 
MINNEAPOUS,  MINNESOTA  65402 


November  20,  1975 


Mr.  James  W.  Spensley 

Counsel  to  the  Subcommittee  on  Fisheries 

and  Wildlife  Conservation  and  the  Environment 
Room  1334 

Longworth  House  Office  Building 
Washington,  D.  C.  20515 

Dear  Mr.  Spensley: 

Enclosed  is  a  written  statement  responding  to  your  eight 
questions.     If,  after  reading  the  statement,  you  wish  us  to 
participate  in  the  session  on  December  11,  please  give  me  a 
call. 

I  am  also  enclosing  a  copy  of  our  Strategic  Planning  Manual. 
I  would  appreciate  it  if  you  would  restrict  the  use  of  this 
manual  to  the  staff  and  members  of  the  subcommittees. 

Sincerely,   


Robert  Schmidt 

Director,  Long  Range  Planning 


End . 


RS/pcb 


292 


STATEMENT  TO:     HOUSE  COMi-^ITTEE  ON  MERCHANT  MARINE  A>;D  FISilERT.ES. 

subc0t1mittee  on  fisheries,  wildlife  conservation  act 
the  environ-ment. 

house  committee  on  science  and  technology. 

subcommittee  on  environment  a.nd  the  atiiosphere. 

int:roduction 

As  a  spokesman  for  The  Pillsbury  Company,   I  v/ould  first  like  to  coFjnend 
the  nembers  of  these  two  subcoinmittees  and  their  chainven,  Congressman 
Robert  L.  Leggett  and  George  E.  Brovm,   for  initiating  this  exploration 
of  the  applicability  of  corporate  planning  techniques  to  improving  long- 
term  Federal  policy  planning.     Too  often,  the  private  sector  is  seen  as 
part  of  the  problem  rather  than  as  part  of  the  solution.     Your  invitation 
is  a  welcome  exception  to  that  rule,  and  we  appreciate  this  opportunity 
to  contribute  what  we  can  to  your  study.     I7e  V7ill  attempt  to  follow  as 
closely  as  possible  the  eight  questions  addressed  to  us  by  the  merrbers 
of  the  two  subcommittees. 

Question  #1:       How  would  you  describe  your  organization's  overall  philosotah} 
and  approach  to  coping  v/ith  changing  business  environments  ar 
v/ith  the  uncertainties  of  the  future?     How  do  your  corpoi:a.te 
planning  activities  reflect  your  philosophy  and  anproach? 
(Please  relate  your  discussion  of  this  quesLion  to  the  types 
of  y)roducts  and  services  your  enterprise  offers.) 

Reply :  The  principal  reason  for  strategic  planning  is  to  insure 

incelligeiit  and  economic  resource  allocation.     Mast  young 
or  small  businesses  c;ra  get  by  without  a  formal  planning  system.  Their 
choices  are  too  fev/,  their  options  are  more  dictated  bv  circumstances,  and 
tVieir  success  or  failure  resides  more  clearly  in  the  hands  of  a  fev;  ent  re- 
preneurs.    Rut  a  random,  walk  down  the  corporate  path  is  no  V7ay  to  run  a 
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billion  dollar  company.     The  choices  are  too  many,  we  find  we  can  control 
circunstances  cs  often  as  they  control  us,  and  there  are  many  decision 
makers  whose  success  or  failure  are  intertv.'ined  with  one  another. 

To  give  you  some  examples,   the  Pillsbury  Company  began  in  1R6Q  as  a  flour 
milllnp,  company.     This  was  an  era  v/hen  most  food  processing  was  one  step 
removed  from  basic  agriculture.     Tlov/ever  the  food  industry  has  undergone 
considerable  evolution  since  1869,  due  to  changing  consumer  tastes  and  life- 
styles, changing  agricultural  techniques,   shifts  in  transportation,  new 
technologies  and  so  on.     Pillsburv  has  evolved  with  the  industry,  and  today 
we  manage  over  a  dozen  semi-autonomous  divisions  which,  in  turn,  can  be 
broken  down  into  many  sub-divisions  or  departments.     The  following  is 
illustrative  of  the  philosophy  v/hLch  governs  our  approach  to  business  con- 
duc  t . 

The  Pillsbury  Company  is  a  U.S. -based,  multinational  corporation 
serving  a  number  of  constituencies. 

V'e  serve  the  public  by  our  efforts  to  satisfy  unmet  needs  for 
goods  and  services,  in  a  variety  of  markets,  on  a  fair  and 
competitive  basis. 

We  serve  our  investors  by  operating  in  a  manner  which  protects 
and  expands  that  portion  of  their  v/ealth  over  vzhich  we  have 
stewardship . 

Vie  serve  our  employees  by  guaranteeing  their  health  and  v/elfare, 
and  that  of  their  dependents,  through  fully  competitive  incomes, 
benefits,   and  vrorkiiig  conditions. 

Ve  serve  the  communities  in  which  v/e  operate  bv  our  efforts  to 
improve  the  quality  of  life  there,  above  and  beyond  v/hat  is 
legally  required  of  us. 

Ue  serve  our  independent  suppliers  and  distributors,  as  they 
serve  us,  by  operating  in  a  manner  v/hich  strengthens  our  mutually 
beneficial  relationship  on  a  fair  and  competitive  basis. 

Our  efforts  and  activities  are  concentrated  in  three  basic  seg- 
ments of  the  food  industry:  Agribusiness,  Food  Processing,  and 
Restaurants/Foodservice . 
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OBJECTIVES 
Our  Broad  Corporate  Objectives  Are: 

*  To  be  a  quality  company  in  all  respects  -  people,  products, 
facilities,   and  business  conduct  -  which  means: 

-  Attract  quality  people  and  provide  a  variety  of  oppor- 
tunities for  personal  growth  and  development. 

-  Achieve  a  level  of  product  quality  better  than  our 
principal  competitors. 

-  Develop  low-cost   facilities  v;hile  complying  with  regu- 
latory standards  for  health,   safety,  and  the  environment. 

-  Maintain  the  highest  ethical  and  legal  standards. 

*  To  concentrate  our  efforts  on  opportunities  in  food-oriented 
and  food-related  businesses,  building  on  our  existing  bases 
in  Agribusiness,  Food  Processing,  and  Restaurants/Food- 
service by  investing  in  those  parts  of  these  businesses 
which  are  healthv  and  growing. 

*  To  act  V7ith  a  strong  sense  of  corporate  responsibility, 
recognizing  and  accepting  our  obligations  to  our  share- 
holders, our  employees,  our  customers,   and  to  society. 

*  To  be  among  the  leaders  in  all  product  categories  and  markets 
in  v>7hich  v/e  compete,  which  means  being  one  of  the  top  three 
in  terms  of  market  share,  with  a  chance  to  be  num.ber  one 

■  or  a  strong  number  tx-io . 

"  To  be  a  market-oriented  company  in  all  segments  of  our 

business,  which  means  organize  our  resources  to  respond,  with 
products  and  services,   to  customers'   real  needs. 

To  concentrate  on  significant,  meaningful  ODportunities ,  opnor 
tunities  which  offer  a  consistent  stream,  of  re-investnient 
opportunities  at  above  average  rates  of  return. 

'"^  To  grow  and  earn  at  above  average  rates,  measuring  our  success 
against  the  best  companies  in  each  of  the  several  business 
segments  where,  we  elect  to  compete. 

"  To  be  international  in  scope,  expand.i.ng  into  foreign  m:^.rkets 
on  the  strength  of  technologies  or  expertise  acquired  in 
our  domestic  operations. 
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Most  people  think  of  Pillsbury  as  a  flour  miller  and  cake  mix  company, 
but  we  also  have  substantial  cojnmoditv  merchandising  businesses,  a 
major  refrigerated  foods  company,  a  large  restaurant  business  in  our 
Burger  King  subsidiary,  an  important  group  of  international  subsidiaries,  a 
.fair  sized  foodservice  operation,  and  a  variety  of  new  businesses  and 
ventures  in  frozen  foods,  restaurants,  wine,   floral  products  and  various 
support  businesses.     As  you  can  see,  we  have  chosen  to  concentrate  our 
efforts  on  the  food  industry,  which  is  where  we  think  our  expertise  lies, 
but  this  still  leaves  us  a  very  broad  range  of  alternatives  and  choices. 

Contrary  to  the  popularly  held  view,  the  resources  of  the  large  corpor- 
ation are  not  unlimited,  and  our  managers  consistently  present  us  with 
more  alternatives  than  we  can,  or  indeed  should,  select.  Intelligent 
and  economic  resource  allocation  is  the  key  to  managing  these  choices, 
and  strategic  planning  is  the  method  by  which  we  insure  intelligent  and 
economic  allocation  of  scarce  resources.     Customarily  this  means  capital 
resources,  although  increasingly  we  are  facing  choices  on  other  resources 
such  as  manpower,  technology,  advertising,  etc. 

Before  turning  to  the  question  of  how  Pillsburv  organizes  for  planning, 
there  are  a  number  of  assertions  we  make  about  planning  v;hich  become  part 
of  our  overall  philosophy  and  approach  to  coping  with  change: 
1)      The  process  of  planning  is  probably  more  important  than  the  product 

(the  plan) .     We  do  not  really  plan  in  order  to  arrive  at  a  single  road- 
map  for  the  future.     To  cite  the  Koran,  "There  are  many  mountains  up 
to  heaven,  many  roads  up  each  mountain."     Rather  than  a  road-map,  the 
planning  exercise  should  be  looked  upon  as  a  learning  exercise. 
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Planning  is  the  process  of  identifying  the  parameters  of  the 
environment  in  v/hich  v/e  operate  and  then  defining  goals  and  identi- 
fying, analyzing  and  selecting  alternatives  to  accomplish  these 
goals  within  the  dimensions  of  a  given  environment. 

Our  knowledge  of  this  environment  is  partial  and  may  grow  over  time, 
and  the  environment  is  changing.     It  is  a  necessary  clement  of  the 
planning  process  to  monitor  the  environm.ent ,  pl^m  continuously,  and 
update  plans  regularly  (annually). 

Strategic  planning  must  be  distinguished  from  planning  of  a  more 
operational  nature.     The  type  of  alternatives  examined  is  the  dis- 
tinguishing characteristic.     Strategic  planniiig  attempts  to  determine 
basic  directions,  not det ailed  o perating  or  tactic al  programs . 
At  Pillsbury,  knowledge,  resources  and  decision-making  are  decentralize^ 
Strategic  planning  is  similjirly  decentralized  and  is  practiced  through-' 
out  the  organization.     The  plans  are  v/ritten  by  th^e  people  w>io  must 
carry  them  out;   the  Planning  Department  is  merely  a  Cc'italyst  to 
facilitate  and  structure  tli.e  planning  process. 

Documenting  plans  in  V'ritten,  narrative  form,  is  a  crucial  requLrempnt 
for  effective  planning.     The  narrative  form  facilitates  n  comprehensive 
reviev;  of  the  rationale  for  the  plan  and  the  sal  Lent  strategic  issues. 
The  document  also  forms  tlie  basif.   for  i-onitoring  th?.  p.lan  and   for  the 
review  and  rcasse.ssinent  wliich.  .is  the  beginning,  point  for  each  new 
(updated)  plan. 

Finally,  v;e  ask  that  plans:  Le  internally  consistent;  be  consistent  vrii 
marketing,  opportunities;  be  appropriate  in  light  of  available  resources 
be  candid  in  their  assessment  of  strengtlis  and  weaknesses;  be  explicit 
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in  their  assumptions  about  the  competitive   (social  and  economic) 

cnvironjient ;  be  v.'orkable;  embrace  a  degree  of  risk  and  rate  of  return 

satisfactory  to  the  ]'-oard  and  Executive  Office. 

Ojuestion  /,-'2:       How  is  your  enterprise  organized  for  planning?  \^at 

planning  functions  are  assigned  to  the  central  management  of 
the  corporation?     VHiat  planning  functions  are  assigned  to 
the  line  divisions?     Fow  do  the  "planners"  relate  organ- 
izationally to  those  in  the  executive  decision-making 
chain?     to  your  board  of  directors?     How  does  central  plan- 
ning relate  to  line  division  planning  and  action? 

Ro-f^ly :  This  brings  us  to  the  planning  system  itself.     For  the  most 

part,   fornal  planning  as  an  ongoing  management  activity  is  a 

post-World  Far  II  phent)nenon.     It  was  during  this  period  that  a  number  of 

corporations  discovered  that  they  were  large  enough  to  influence  trends 

rather  than  simply  follow  them  and  that  the  economy  could  be  expected  to 

expand  in  reasonably  stable  fashion.     For  a  decade  or  more,  planning  v/as 

largely  intuitive  and,  some  would  say,  largely  ignored.     During  the  next  ten 

years,  planners  learned  the  "cookbook"  approach  to  planning,  i.e.,  techniques 

and  instructions  for  making  planning  more  effective.     In  the  past  five  years 

coraputer  simu.Iation  models  have  become  popular,  but,   so  far, they  proven  more 

interesting  than  accurate. 

\!v-  feel  that  simulation  models  will  continue  to  be  unreliable  as  long  as  we 
remain  in  an  economic  and  social  environment  characterized  by  great  uncer- 
tainties and  r'-.'.j'-''^  discontinuities.     Consequently  Pillsbury  relies  on  a 
"cLiokbook"  ajiproacli  to  plaiiuin,^  v/hicl-L  stresses  identifying  alternative  or 
contingency  strategies  along  wit?i  frequent   (annual)  updates  in  the  plans. 
A  copy  of  our  cookbook,  othen/ise  called  the  Strategic  Planning  Manual,  has 
been  provided  for  the  internal  use  of  the  members  of  the  subcommittees  or 
the  staff.     Rom.e  additional  comments  m,ay  help  clarify  how  we  are  organized 
to  execute  the  planning  process  in  conjunction  with  the  manual. 
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As  indicated  above,  Pillsbury  does  have  a  Planning  Departr.ent ,  but  this 
Department  does  not  write  the  plans.     The  operating  divisions  v;rite  long 
range  strategic  plans  vjhich  they  submit  to  the  Executive  Office  and,  there- 
after. Board  of  Directors     for  approval.     The  role  of  Pillsbury 's  Planning 
Department  is  to  administer  the  process  and  act  as  catalvst  to  facilitate 
the  interaction  between  the  operating  divisions  and  Pillsbury's  Executive 
Office.     A  comparable  situation  in  the  Federal  Government  is  found  in  the 
Office  of  r^anageraent  and  Budget  which  facilitates  the  approval  of  agency 
budget  proposals  by  the  VTiite  House  for  eventual  submission  to  Congress. 
The  analogy  is  not  completely  correct  since  Pillsbury's  strategic  nlaas, 
once  approved,  are  followed  by  more  specific,  more  detailed  annual  plans. 
Ve  understand  the  Office  of  Management  and  Budget  to  be  more  concerned 
with  annual  budgets  than  they  are  with  long  range  strategic  plans. 

In  any  case,  Pillsbury's  Planning  Department  initiates  the  planning  process 
in  September  of  each  year  by  providing  the  operating  divisions  with  the. 
Strategic  Planning  Manual.     The  manual  contains  the  formats,  instructions, 
and  timetable  vzhich  the  operating  divisions  use  in  writing  tlieir  plans. 

At  the  same  time,  the  Planning  Department  issues  a  set  of  coPLTon  cconoric 
and  environmental  forecasts  for  use  by  all  the  operating  divisions.  it 
dees  us  no  good  to  have  one  division  draft  a  plan  vzhich  assumes  v/ild 
prosperity  and  have  anot'ier  draft  a  plan  vrhLch  as -;u,^e;-i  cconoi'i.ic  cata.. - 
tro-he.     v^^uch  olaiis  v.'ould  not  penniL  uf;  to  evaluate  the  t'-.o  dirrtvrea: 
operations  as  equal  competitors  for  tlie  limited  supple   of  scarce  resources 
(capital  in  our  case,  probably  tax  dollars  in  the  Govc'.vnr':^nt '  s  case). 
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■Thus,  in  addition  to  desi<?.nin^^  the  planning  system,  the  Planning  Depart- 
■ment  nnst  bring  togetlier  a  consistent  set  of  econonic  and  environmental 
f orec  asts . 

Plans  are  drafted  b^''  the  operating  divisions  and  returned  to  the  Planning 
Departm.ent  some  six  V7eeks  later,  where  they  are  consolidated  and  reviewed. 
The  consolidation  is  necessary  if  individual  plans  are  to  be  reviewed  in 
light  of  the  total  resources  available  and  the  total  resources  sought. 
This  is  the  one  step  in  the  planning  process  where  ire  nake  use  of  computers, 
tliat  is,  the  computer  performs  the  task  of  summarizing  the  financial 
projections  of  the  several  operating  divisions  into  a  total  picture  of 
the  corporation. 

Cookbook  approaches  to  planning  can  vary  considerably  in  the  degree  of 
autonomous  action  they  permit  the  operating  division  managers.     Some  are 
highly  controlled,  "rote"  systems  V7here  the  manager  inputs  a  series  of 
strategic  assumptions,  and  the  format  dictates  V7hat  his  priorities  and 
.strategy   (spending  level)  will  be.     At  Pillsbury,  we  eschevj  a  rigid  system 
for  determining  priorities  because  we  want  to  encourage  m.axim.um.  creativity 
and  i.nitiatLve  in  the  development  of  strategic  alternatives.     liovjever,  there 
is  a  price  to  pay  for  permitting  this  latitude,  and  the  price  is  the  amount 
of  review  it  necessitates  during  the  approval  process. 

The  Pillsbury  Planning  DenaxJ'.ment  ])erforms  the  first  reviev;  of  the  plans 
and  atteiapts  to  summarize  critical  strategic  issiues  for  th^e  Executive  Office. 
;  Tills  is  followed  by  a  series  of  meetings  betvjeen  the  m.embers  of  Pillsbury 's 
five  man  Exec'utive  Office  and  the  general  managers  of  each  operating  division. 
It  is  at  these  m.eetings  that  the  individual  plans  are  approved  or  are 
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returned  for  revision.     Once  approved  and/or  revised  and  approved,  the 
Planning  Department  prepares  a  suj^nary  or  Corporate  Strategic  Plan,  and 
it  is  this  suiTunary  vjhich  is  submitted  to  the  Board  of  Directors  for  their 
approval   (usually  in  March) . 

At  this  point,   the  Planning  Department  begins  preparations  for  the  next 
year's  cycle.     The  operating  divisions  go  on  to  prepare  a  detailed  annual 
budget  within  the  bounds  of  the  first  year  of  the  long  range  plan,  but  ; 
the  responsibility  for  this  activity  is  carried  by  the  corporate  controller i 
not  the  Planning  Department. 

Question  #3:       Vithin  what  time  frame  does  your  corporation  conduct  its  i 
planning?     one  year?     five  years?     ten  years?  longer? 
T'Tiy  v/as  your  tim.e  frame  selected?     How  is  long-range 
planning  in  your  enterprise  related  to  operational,  rela-  ; 
tively  short-range  planning  and  decision  making?  How 
frequently  is  your  planning  reviewed  and  updated?     la  \ 
plan  revision  conducted  on  a  neriodic  basis,  or  is  it 
triggered  by  events  or  by  nexj  inforration? 

Reply:  The  Pillsbury  Coiapany  uses  a  com'bination  of  time  fr.'imes  for 

its  plans.     The  tiine  period  for  the  overall  long  raage  plans 

is  five  years.     For  practical  purposes  this  tine  frame  aonlies  to  broad 

strategic  directions   (v/hat  kinds  of  businesses  do  we  want  to  be  in?)  and 

to  capital  spending  and  R  f<  D  prograiiis.     ^-'e  select  a  shorter  three  year  tirae 

frame  for  our  marketing  ])lc'tr.s  and  a  one  year  time  fraiie  for  our  detailed 

apnual  budv;et3. 

I 

These  general  time  frames  e^oen  to  fit  the  nature  cf  tlie  br.siiicsses  in  v/iiicb 
we  operate.     Pillsbi'.rv  is  not  in  canital  iiiten'^.iva  bii.'::iae:iyes  sucli  as  ciil, 
transportation,  or  chemicals.     Nor  are  we  in  techno  I  ogirallv  depciident  field 
as  are  the  computer,  elccti-ouic,  or  communications  co'i'panies.     Indeed,  our 
dependency  on  agricultural  marl'ets,  v.'hich  are  subject  to  the  vagaries  of 
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v;eathe-.r  conditions,  nakes  it  difficult  to  plan  long  term  for  large  seg- 
nents  of  our  business.     The  selection  of  three  and  five  year  planning 
periods  also  perraits  us  to  balance  such  things  as  our  capital  and  R  f«  D 
uroarans  with  the  relatively  short  oroduct  life  cycles  in  much  of  our 
bus  Iness. 

Thereafter  th.ere  are  the  exceptions.     Certain  issues  do  not  comfortably 
fit  within  the  three  and  five  year  time  frames.     The  industry  life  cycle 
of  the  fast  food  restaurant  may  be  one  such  example,  or  compliance  dates 
mandated  by  legislative  or  legal  actions.     In  these  cases,   the  operative 
planning  horizon  is  that  which  circumstances  require. 

Question  #A:       V^at  forecasting  methods  do  you  use?     How  would  you  eval- 
_  —        ^^^^  ^^^^^  utility?     How  successful  have  they  been  m 

helping  you  prepare  to  meet  emerging  aspects  of  the 

business  environment? 

.  ,,1,^.  Pillsbury  relies  extensively  on  outside  forecasts  which  we 

then  adapt  to  our  internal  needs  as  required.     For  example 
in  preparing  economic  forecasts,  there  is     a  wide  variety  of  excellent 
services  available,  and  it  would  be  redundant  and  expensive  for  us  to 
duplicate  their  efforts.     Some  outside  forecasts  are  available  at  little 
or  no  cost  from  our  bankers.     Others  are  available  at  fees  ranging  upward 
of  $10,000.00  a  year  depending  on  the  sophistication  and  detail  provided 
ti e  service.     Vte  custonarily  subscribe  to  at  least  one  of  these  expensive 
services  and  supulem.ent  it  with  our  own  judgements. 

Sinllar  services  are  available  which  measure  trends  in  values  and  life- 
stvles,  industry  com.petitive  trends,  menu  and  dietary  preferences,  etc. 
V.e  also  rely  extensively  on  trade  association  reports  and  government 
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statistical  surveys.     Independent  research  groups  and  educational  insti- 
tutions also  provide  a  consistent  strear.i  of  trend  information  and  data  on 
a  variety  of  subjects. 

One  area  where  we  have  found  it  necessary  to  establish  our  own  internal 
forecasting  capability  is  in  the  agricultural  commodities  area.  However, 
much  of  this  effort  is,  of  necessity,  short  run  in  nature,  and  the  C:in;hasi5i 
is  on  intelligence  gathering  rather  than  forecasting  techniques. 

Question  #5:      \-Jhat  planning  methods  do  you  use?     contingency  planning? 

best-  and  worst-case  scenarios?     computerized  planning 
models  that  can  be  frequently  updated?    others?  Please 
describe  your  methods  fully.     In  your  judgment,  which 
methods  are  best  suited  for  handling  the  problem  of  uncer- 
tainty and  the  problem  of  rapid  and  sometimes  surprising 
changes  in  the  business  environment? 

Reply :  For  the  m.ost  part  V7e  have  relied  on  the  expedient  of 

"surprise-free"  forecasts  and  have  written  plans  which  seek 
to  take  advantage  of  opportunities  presented  in  these  forecasts  or  protect 
against  hazards  identified  therein.     In  spite  of  the  disruptions  \7e  have 
seen  in  the  past  several  years,  there  are  more  continuities  in  society  than 
discontinuities,  and  the  surprise-free  forecasts  and  plans  tend  to  be  use- 
ful as  base  plans  or  most-likely  estimates.     The  other  thing  to  be  reiterat 
here  is  that  i'illyburv  revises  its  iilans  annually  and,  by  planning  often, 
v.'e  are  in  effect  going  through  a  raodified  norm  of  coi";  tingency  planning.. 

V'e  do  attempt  to  .stress  preparation  of  ali  ernatnve  or  contingcacA'  plans 
more  today  than  we  did  in  the  past.     Since  our  base  plans  tend  to  be  fors.ied 
on  surprise-free  ,rclat  ively  o]itimistic:  scenarios,  any  all:  or  native  or  con- 
tingency plans  tend  to  be  fall-back  plans. 
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To  date  we  have  not  made  extensive  use  of  computerized  planning  models 
in  our  lon,7^  range  planning,  although  we  have  some  sophisticated  models 
to  assist  in  our  day-to-day  planning.     For  example,  Pillsbury  currently 
operates  eight  flour  mills  around  the  country.     As  wheat  prices,  vjheat 
protein  content,  transportation  rates  and  other  conditions  shift,  the 
computer  optimizes  our  production  across  the  eight  facilities.  However, 
we  do  not  consider  this  to  be  contingency  planning,  but  rather  one  of  the 
requirements  for  competing  in  an  unpredictable  market.     From  the  stand- 
point of  strategic  planning,  computer  m.odels  tend  to  be  more  time-con- 
suming and  troublesome  than  they're  worth.     They  also  tend  to  substitute 
the  judgement  of  the  m.odel  builder  for  the  judgement  of  the  operating 
manager,  and  this  can  be  potentially  disastrous. 

Question  /'6:      VJhat  factors  other  than  economic  factors  do  you  system- 
atically consider  as  part  of  your  planning  process? 
How  do  you  include  unquantif iable  considerations  in 
your  corporate  strategic  planning? 

]Vplv:  As  mentioned  earlier,  vie  attempt  to  forecast  a  variety  of 

social,  legislative,  competitive,  and  other  trends,  all  of 

which  can  be  as  significant  as  economic  factors  and  many  of  which  are 

unciuantif iable.     The  technique  for  incorporating  such  qualitative  elements 

in  the  planning  process  is  to  force  the  operating  manager  to  go  through 

a  logical  progression  as  he  formulates  the  plan, listing  these  external 

trends,  listing  the  likely  impact  on  his  business  and  then  formulating  an 

apnror.riato  business  strategy  to  respond. 

Clearly,  the  operating  manager  is  responsible  for  identifying  many  of  thes 
trends  himself.  I  refer  you  back  to  an  earlier  statem.ent  that,  at  Pillsbu 
knowledge,  resources  and  decision-making  are  decentralized.     Plans  are 
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written  by  the  people  vrho  must  carry  them  out,  and  they  must  identify 
external  trends  as  well  as  plan  for  then. 

Question  /^7:       VTiat  do  vou  believe  is  innovative  in  your  approach  to 

corporate  planning?     Ivhich  innovations  have  been  successful? 
Vlhich  have  been  less  than  successful  but  have  presented 
valuable  lessons  for  your  corporate  planning  process? 

Reply:  There  is  probably  little  here  v7hich  deserves  to  be  called 

innovative,  though  the  stress  on  decentralized  planning  and 
the  absence  of  a  large  corporate  staff  group  in  the  planning  area  (custom- 
arily three  managers)  may  be  viewed  as  different  by  some.     Also,  v;e  tend  to 
rely  on  outside  forecasting  services  and/or  specialists  inside  Pillsbury 
(whose  involvement  in  planning  is  very  limited)  more  heavily  than  some 
professionals  v/ould  recommend. 

The  system  has  been  highly  successful  in  tenns  of  presenting  man^igsment  v/it 
more  options  than  the  Corporation  can  prudently  fund,  and  this,  after  all, 
is  its  principal  purpose. 

However,  we  have  not  been  completely  successful  in  our  review  process.  Vz 
ask  our  operating  divisions  to  supply  us  with  highly  detailed  plans,   ivat  \-7e 
do  not  respond  to  them  with  detailed  critiques  and  analyses.     In  this 
regard,   the  manpower  limitations  in  tiie  P.lanning  Departriient  should  be  read 
as  a  liability  rather  than  an  asset. 

VJe  have  also  done  a  poor  jol)  in  educating  oar  m-'.nagers  and  ti.^^^c]ling  th.'ir.;  to 
become  better  p]anners.     From  the  Exec-utive  Off  ice  on  down,  we  do  iiot 
adequately  understand  v/hat  we  want  strategic  planning  to  do  for  us. 
Pil.lsbury  simply  hired  a  long  range  planner  and  began  to  plan  one  day. 
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>  have  not  gone  to  operating  managers  and  said,  "This  is  v;hat  planning 
,ia  do  for  you,  this  is  v/hy  we  plan  the  way  we  do,  and  these  are  the 
ucstions  we  expect  to  have  answered  when  we  are  through." 

ur  own  operating  managers  have  told  us  that  they  do  not  know  enough  about 
hat  is  expected  of  them  and  what  the  Executive  Office  views  as  acceptable 
erfornance  standards.  have  done  more  work  latelv  to  provide  a  fraine- 

ork  within  which  operating  managers  can  plan  for  their  own  division, 
ncluding  statements  on  the  Corporate  Mission,  financial  goals,  qualitative 
bjectives,  environmental  concerns,  etc.     However,  we  still  have  to  improve 
his  aspect  of  our  planning. 

inally,  outside  consultants  have  told  us  that  our  monitoring  efforts  are 
nadequate.     They  have  advised  us  to  do  more  comparisons  of  progress 
igainst  plans.     The  current  edition  of  our  Strategic_21i™inS^  incor- 
,orates  some  attempts  to  get  at  this  issue,  but  m.ore  work  is  required. 

In  your  judgemeat,  what  organizational  and  procedural  aspects 
of  your  enterprise's  approach  to  corporate  planning  might 
be  adapted  for  application  to  the'-  Federal  Government?  What 
forecasting  and  planning  techniques  might  be  adapted  for 
use  in  the  Federal  Government? 


)u?3tion  /-'B 


^  e  n  1  y 


As  a  general  rule,  I  think  the  overall  model  of  decentralized 
planning  has  applicability.     The  Humohrey-Javits  proposal, 
..;hlch,bv  the  way,  we  strongly  favor,  would  set  up  a  new  agency  to  plot  an 
overall   course  of  action  at  the  Federal  level.     Vhat ' s  needed  bevond  this  is 
a  system  for  permitting  individual  agencies  to  better  plan  their  own 
activities.     No  one  can  write  such  plans  for  these  agencies,  they  must  plan 
for  themselves  and  then  seek  approval  of  their  plans  from  the  Administration 
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and  from  Congress. 

I  would  also  urge  you  to  consider  strongly  the  view  that  tlie  process  of 
planning  can  be  more  important  than  the  product.     Too  hcaw  an  emphasis  on 
coming  up  vjith  a  single  roadmap  could  lock  you  into  a  nredetermined  course 
of  action.     The  lesson  of  the  past  several  years  is  that  flexibility  is  the 
key  to  successfully  coping  with  change. 

Next,  plans  for  individual  agencies  must  be  viewed  in  an  o^/erall  context. 
Like  business,  the  Federal  Government  has  limitations  on  the  amount  of 
resources  at  its  disposal  and  should  not  endeavor  to  fund  all  options 
presented  to  it.     The  decision  on  what  to  fund  and  what  not  to  fund  should 
not  be  made  piecemeal.     It  should  be  made  only  after  looking  at  the  total 
picture  and  after  weighing  the  proposals  of  competing  agencies.     In  this 
context,  some  form  of  zero  based  budgeting  may  be  in  order. 

Finally,   I  urge  you  to  look  on  planning  as  an  art,  not  a  science  -  and  an 
imperfect,  somewhat  arcane  art  at  that.     Do  not  expect  more  of  it  than  it  : 
can  provide. 


Robert  Schmidt 

Director,  Long  Range  Planninj 
The  Pillsbury  Company 
November  19,  1975 


RS/pcb 
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Xerox  Corporation 


TELECOPIED  12/4/75 
(202)  225-5716 


Stamford.  Connecticut  06904 
(203)  329-8711 


XEROX 


December  4,  1975 


Mr.  Robert  L.  Leggett  and 

Mr.  George  E.  Brown,  Jr. 

U.  S.  House  of  Representatives 

Committee  on  Merchant  Marine  and  Fisheries 

Room  1334,  Longworth  House  Office  Building 

Washington,  D.   C.  20515 

Dear  Messrs.  Leggett  and  Brown: 

As  discussed  in  Mr.  McCardell's  letter  of  November  7,  we  are 
pleased  to  supply,  attached,  a  written  statement  on  corporate 
planning  in  Xerox  in  which  we  have  attempted  to  answer  all  of 
the  questions  which  you  have  posed. 

If  there  are  any  areas  of  our  response  which  are  not  clear,  we 
would  be  pleased  to  provide  you  with  more  detailed  information. 

Sincerely  yours. 


Vice  President 


DWP:vw 
Attachments 
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CORPORATE  PLANNING  IN  XEROX 

1.  Our  philosophy  is  to  plan  5-10  years  into  the  future,  forecasting  the  environment 
through  the  use  of  models  and  the  evaluation  of  established  trends.    In  areas  of 
great  uncertainty,  we  work  with  best/worst  cases  as  well  as  a  "base  case.  " 

We  are  primarily  in  the  office  equipment  business  and  believe  that  we  have 
found  strong  correlations  between  measurements  of  our  business  activity  and 
available  economic  indicators  for  most  major  countries. 

2.  We  divide  our  company  into  operating  units  (geographical),  business  areas 
(products /market),  and  functions  (such  as  engineering  or  manufacturing).  The 
planning  process  starts  by  the  corporation  assigning  objectives  to  the  business 
areas  and  asking  for  strategies  to  achieve  the  objectives.    The  business  area 
strategy,  when  approved  by  the  corporation,  becomes  the  primary  input  infor- 
mation to  the  operating  units  as  they  begin  to  prepare  their  long  range  plan. 

The  detailed  planning  is  done  on  a  decentralized  basis  by  the  operating  units. 
In  some  cases,  there  is  considerable  involvement  of  the  various  functions 
within  the  operating  units.    For  example,  within  our  international  operations, 
the  major  countries  participate  in  the  long  range  planning  process. 

The  final  corporate  long  range  plan  is  consolidated  and  analyzed  on  a  centralized 
basis.    We  examine  the  results  of  the  planning  process  to  see  to  what  extent 
the  original  objectives  were  achieved.    From  this  examination,  we  define 
"issues"  covering  subjects  where  we  are  less  than  satisfied  with  the  trends 
indicated  by  the  plan.     These  issues  are  assigned  by  corporate  planning  to  the 
operating  units,  business  areas,  or  functions,  depending  upon  where  the 
primary  action  is  expected  to  take  place.     These  are  followed  so  that  by  the 
time  the  next  long  range  plan  guidelines  are  sent  out,  we  would  expect  to  have 
resolutions  to  most  of  the  issues  of  the  prior  year.    Our  Board  of  Directors 
would  be  informed  of  the  final  financial  outlooks  of  each  year's  long  range  plan. 

3.  We  plan  5  years  from  the  present  and  in  some  areas  such  as  product  planning 
and  facilities  planning,  10-15  years.  The  timing  is  related  both  to  our  needs 
and  to  our  ability  to  forecast  accurately. 

Long  range  planning  is  related  to  operational  planning  by  taking  the  first  two 
years  of  the  long  range  plan  and  using  them  as  the  basis  for  creating  a  two  year 
operating  plan.    It  is  a  rather  good  test  of  our  plan  quality  to  see  how  these 
first  two  years  hold  up  under  the  intensive  scrutiny  given  to  an  operating  plan. 

The  long  range  plan  is  updated  on  a  monthly  basis. 

4.  Most  of  our  forecasting  is  done  by  the  extrapolation  of  historical  trends  modified 
by  economic  conditions  and  changes  in  the  marketplace.    These  methods  have 
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been  relatively  successful  in  the  past,  but  we  are  now  working  on  more  sophisti- 
cated models  which  will  reflect  the  results  of  additional  market  research  and 
what  we  hope  to  be  improved  capabilities  to  forecast  market  segment  performance 
from  national  economic  data. 

5.  We  use  computerized  planning  models  extensively.    Ideally,  we  would  like  to  update 
our  worldwide  long  range  plan  on  a  monthly  basis  so  that  the  effect  of  every 
decision  would  be  reflected  on  a  5-year  basis.    We  have  thought  a  lot  about 
contingency  planning,  but  have  not  been  able  to  make  this  a  practical  tool, 
primarily  because  of  time  and  staff  limitations.    We  do  think  that  it  is  the  right 
way  to  go.    We  have  also  tried  best/worst  case  scenarios  since  much  of  our 
economic  forecasting  is  done  on  that  basis.    In  our  opinion,  where  major 
uncertainties  exist  in  the  economic  forecast,  and  that  is  usually  the  case,  the 
best/worst  scenario  approach  is  the  only  way  to  show  management  what  kind  of 
swings  could  occur  to  the  base  case.    For  financial  planning,  we  find  that  we 
must  work  from  a  single  base  case. 

6.  Because  we  operate  multinationally,  we  must  include  all  social,  political, 
economic,  and  legal  trends  in  our  planning.    We  show  the  effect  of  unquantifiable 
considerations  by  requesting  a  written  description  of  all  factors  that  entered  into 
the  creation  of  the  plan  including  those  factors  which  are  purely  subjective. 

7.  It  is  difficult  for  us  to  say  what  is  innovative  in  our  approach  to  corporate  planning 
because  we  are  not  familiar  with  the  planning  methods  that  are  used  in  other  major 
corporations.    However,  we  believe  that  the  concept  of  working  from  corporate 
objectives  into  business  area  strategies,  and  then  having  the  business  area 
strategies  presented  to  the  various  operating  units  around  the  world  as  guidelines 
and  assumptions  to  their  long  range  planning,  may  be  somewhat  innovative.  We 
have  used  this  for  a  few  years  and  although  there  are  still  some  problems  to  be 
solved,  we  feel  that  this  is  already  successful  and  will  continue  to  improve. 

We  have  been  least  successful  in  planning  beyond  the  5-year  period  which  we 
know  is  required  for  some  functions  such  as  the  planning  of  new  facilities.  In 
other  words,  the  ability  of  our  planners  to  forecast  accurately  seems  to  decline 
rapidly  as  you  move    out  in  time.    We  do  not  think  that  we  are  very  different 
in  that  respect  from  other  corporations. 

8.  We  do  not  have  a  basis  to  evaluate  the  applicability  of  our  planning  methods  to 
the  Federal  Government.    Ultimately,  we  feel  that  our  use  of  computer  models 
would  be  the  most  interesting  part  of  our  planning  methodology  to  the  govern- 
ment.   Of  considerably  less  interest  in  applicability  would  be  that  portion  of  our 
planning  process  which  is  related  heavily  to  our  multinational  organization 
structure.     This  primarily  effects  our  planning  cycle.    Our  forecasting  techniques 
are  probably  useful,  but  we  do  not  consider  them  beyond  the  current  state  of 

the  art. 
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Suggested  outline  of  a  planning  manual 
CONTENT 

Part  1 :  The  Background  to  Formal  Planning 

(a)  Description  of  the  Formal  Planning*  approach  and  processes. 

(b)  Marketing  Planning. 

(c)  The  value  of  the  Gap  Analysis  Technique. 

(d)  Features  of  a  good  plan. 

Part  2:  An  Overview  op  the  Total  Integrated  System  of  Short  and  Long  Term 
Planning  in  the  Firm 

(a)  The  total  system. 

(b)  Marketing  information  required  for  plans. 

Part  3:  Long  Range  Planning  Procedures  and  Systems 

(a)  The  types  of  long  range  plan  which  form  the  system. 

(b)  How  these  are  co-ordinated. 

(c)  Assumptions. 

(d)  Methods  of  dealing  with  risk  and  uncertainty. 

(e)  The  Strategic  Plan. 

(0  Operating  Plans — for  each  corporate  activity  area. 

(g)  Personnel  Plan. 

(h)  Fmandal  Plan. 

(i)  Standardisation  of  typing,  etc. 

Part  4.  The  Annual  Planning  System 

(a)  Relation  with  long  range  plans. 

(b)  Relation  with  budgetary  control  system. 

(c)  Departmental  plans, 

(d)  Profit  Centre  plans. 

Part  5:  Project  Plans 

Methods  of  evaluating  capital  expenditure  proposals. 

Part  6:  Monitoring  and  Controlling  Plans 

(a)  Annual  Plans. 

(b)  Long  Range  Plans. 

(c)  Project  Plans. 

Part  7:  Contingency  Plans 


Source:    Hussey,  David  E.    Introducing  Corporate  Planning. 
Oxford,  Pergamon  Press,  1971 •    P»  34 
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1.    An  Electrical  Equipment  Manufacturer 

TIic  C  ompany  Purpose 
introduction 

Planning  Involves  Management 

Corporate  vs.  Division  Planning 

Concepts  for  Planning 

The  Planning  Process 

The  Business  Review 

The  Market  and  the  Environment 

Setting  Objectives 

Selecting  a  Strategy 

Strategic  Action  Programs 

The  Profit  Plan 

Conclusion 


Table  of  Contents 
of  Three  Companies' 
Planning  Manuals 


2.    An  Apparel  Manufacturer 

I.  President's  Statement 

II.  Organization  for  Planning 

1 .  General 

2.  Corporate  Staff 

3.  Divisional  Organization 

4.  Budgeting 

III.  Corporate,  Group,  and  Divisional 
Objective  Setting 

1.  Procedure  for  Objective  Set- 
ting 

2.  General  Corporate  Objectives 

3.  Specific    Corporate  Objec- 
tives: 1972-1976 

4.  Specific  Divisional  Objectives 

IV.  Corporate  Planning 

1.  Description     of  Corporate 
Long-Range  Plan 

2.  Sample  Table  of  Contents, 
Corporate   Long-Range  Plan 

3.  Group  Long-Range  Planning 

4.  Sample   Group  Long-Range 
Plan 

5.  Corporate  Staff  Planning 

6.  Samples  -  Corporate  Staff 
Plans 

V.  Divisional  Planning 

1.    The   Divisional  Long-Range 
Plan 
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2.  Recommended  Divisional 
Long-Range  Planning  Process 

3.  Use  of  Strategy  Statement  in 
Long-Range  Planning 

4.  Sample  Table  of  Contents  - 
Divisional   Long-Range  Plan 

5.  Financial  Data  -  Divisional 
Long-Range  Plan 

6.  Description  of  Division  An- 
nual Operating  Plan 

7.  Use  of  Work  Project  Control 
in  Annual  Operating  Plan 

8.  Sample  Table  of  Contents  - 
Annual  Operating  Plan 

9.  Operating  Plan  Checklist 

10.    The   Role  of  Seasonal  and 
Line  Plans 
VL  Planning  Submission  and  Approv- 
al Process  -  Corporate 

1.  Planning     and  Budgeting 
Cycle  -  1971 

2.  Plan   Review  and  Approval 
Process 

3.  Criteria  for  Planning  Review 

4.  Long-Range    Plans  Review 
Schedule  -  1971 

VII.  Budgeting 

1.  1971-72   Budget  Procedures 

2.  Budget   -   Format  Instruc- 
tions 

3.  Sample  Budget  Forms 


3.    A  Forest  Products  Company 

Part  I  —  Introduction 

1.  Purpose 

2.  Definition   of  Long-Range  Plan- 
ning 

3.  Responsibility     for  Long-Range 
Planning 

4.  Time  Span  to  be  Covered 

Part  II  -  Divisional  Long-Range  Plan- 
ning Procedure 

1.    Corporate    Objectives  and  Stra- 
tegies 


2.  General  Economic,  Political,  and 
Social  Environment  Changes 

3.  Division  Long-Range  Planning 
Steps 

Step  1  -  Determine  Key  Plan- 
ning Team  Leaders  and  Get  Or- 
ganized 

Step  2  -  Determine  Present  Busi- 
ness Outlook  and  Position 

a.  Develop  Business  Charter 

b.  Industry  History,  Future 
Trends  and  Division's  Posi- 
tion 

c.  Current  Situation  -  Present 
Business  Evaluation 

Step  3  -  Establish  Division  Stra- 
tegy and  Objectives 
Step   4  -  Develop  Alternative 
Courses  of  Action 
Step  5  -  Present  Division  Alter- 
natives and  Study  Plans  to  Cor- 
porate Management 
Step  6  -  Division  Study  of  Ap- 
proved Alternatives 
Step  7  -  Recommend  Division 
Long-Range  Plan  to  Chief  Ex- 
ecutive 

Step  8  -  Implement  Division 
Long-Range  Plan 

4.  Personnel  Planning 

5.  Financial  Planning 

6.  Corporate  Long-Range  Planning 
Summary 

Part  III  -  Timing,  Plan  for  Planning, 
and  Corporate  Coordination 

1 .  Timing 

2.  Plan  for  Planning 

3.  Corporate  Coordination 

Part  IV  -  Division  Presentation  For- 
mat and  Corporate  Requirements 

1.  Division  Presentation  Format  for 
Step  5  (Present  Division  Alterna- 
tives and  Study  Plans  to  Cor- 
porate Management) 

2.  Division  Presentation  Format  for 
Step  7  (Recommend  Division 
Long-Range  Plan  to  the  Chief 
Executive) 
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Exhibits 

I.  Chairman's  Letter  on  Long-Range  Planning 
Responsibilities 

II.  Chairman's  Letter  on  Forest  Resource  Plan- 
ning 

III.  Development    Objectives   and  Strategies 
Summary 

IV.  Corporate  and  Divisional  Financial  Objec- 
tives 

V.  General  Economic,  Political,  and  Social 
Environment  Changes 

VI-XVIII.  Report  forms  to  be  used  by  divi- 
sions in  presenting  plans 
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The  Library  of  Congress 

Congressional  Research  Service 


Washington,  D.C.  20540 


February  13,  1976 


TO: 


House  Committee  on  Merchant  Marine 


Fisheries 

Subcommittee  on  Fishers  and  Wildlife  Conservation 
and  the  Environment 

Attn:   Mr.  James  Spensley 

House  Committee  on  Science  and  Technology 
Subcommittee  on  Environment  and  the  Atmosphere 
Attn:   Mr.  Tim  Lynch 


Government  Division  '  ' 

(Frederick  L.  Scott,  Assistant  Division  Chief) 


SUBJECT:     Seminar  on  Corporate  Planning 


Enclosed  is  a  summary  of  the  issues  discussed  at  the  seminar 


on  corporate  planning  held  at  the  Library  of  Congress  pursuant  to  your  re- 
quest on  December  11,  1975. 


FROM: 


360 


The  Library  of  Congress 

Congressional  Research  Service 
Washington,  D.C.  20540 


SUMMARY  OF  PROCEEDINGS 


Congressional  Seminar 

LONG-RANGE  PLANNING  IN  THE  PRIVATE  SECTOR: 
WHAT  CAN  THE  FEDERAL  GOVERNMENT  LEARN 

Library  of  Congress,  Whittall  Pavilion,  December  11,  1975 


This  is  based  upon  a  seminar  which  was  organized 
for  and  in  accordance  with  instructions  of  the  Sub- 
Committee  on  Fisheries  and  Wildlife  Conservation 
and  the  Environment,  House  Committee  on  Mer- 
chant Marine  and  Fisheries  and  the  Subcommittee 
on  Environment  and  the  Atmosphere,  House  Com- 
mittee on  Science  and  Technology. 
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U.'S  Muther  or  th^  Doa^r&sskai&l  Rosetiroia  SQrvioe* 


Clay  WeUborn 
Specialist  in  American  National  Government 
Government  Division 
February  18,  1976 
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I  Congressional  Seminar 

LONG-RANGE  PLANNING  IN  THE  PRIVATE  SECTOR: 
WHAT  CAN  THE  FEDERAL  GOVERNMENT  LEARN? 

Library  of  Congress,  Whittall  Pavilion,  December  11,  1975 

SUMMARY  OF  PROCEEDINGS 

[ntroduction 

On  December    11,    1975,    the   House   Committee   on  Merchant  Marine  and 
Fisheries,    Subcommittee  on  Fisheries  and  Wildlife   Conservation  and  the  En- 
vironment,   and  the   House   Committee  on  Science   and  Technology,  Subcom- 
mittee on  Environment  and  Atmosphere,    held  a  joint   seminar  at  the  Library 
of  Congress  on  the  topic:     "Long-Range   Planning  the   Private   Sector:  What 
Can  the   F'ederal  Government  Learn?"    The  purpose  of  the   seminar  was  to 
^rovide   an  opportunity^   for  informal  discussion  among  corporate  planners  and 
congressional   staff  on  the  applicability  of  private   approaches  to  planning  to 
governmental  long-range  planning  needs. 

The  sponsoring  subcommittees'  agenda   for  the  seminar  was   divided  into 
a  morning   session  and   an   afternoon   session.       The   agenda   for   the  morning 
session  was   designed  to  focus  on  alternative  definitions  and  usages   of  the 
term   "planning,  "  on  aspects    of  the  planning    process  in  the  private  sector, 
on  considerations    related  to  instituting    the  planning  process,    and    on  the 
applicability  of  private   sector  planning  approaches  to   Federal  governmental 
needs.     The    afternoon  session    consisted  of    discussion  of  what  should  be 
considered  in  designing  Federal  planning  institutions,  i,  e.  ,  a  planning  institu- 
tion's relationship  to  the  Executive  Branch  as  a  whole,  to  individual  executive 
agencies,    to  the   Congress  and  to  the  private   sector,    and  the  organizational 
structure      of  such  an  institution.      The  agenda   is  given  as  Appendix  I  to 
this  summary  of  proceedings. 
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Participants  in  the  seminar,  who  are  listed  in  Appendix  II,  were  a  gr 
of  planning  officers  from  several  major  U.S.  corporations  as  well  as  repr 
sentatives  from  private  "think-tank"  and  consulting  organizations  and  from  C( 
gressional  agencies. 

MORNING  SESSION 
The  Seminar  was  opened  by  Norman  Beckman,  Acting  Director,  Congr 
sional  Research  Service,   who  made  brief  welcoming  remarks  on  behalf  of 
Congressional  Research  Service  to  the  participants  in  the  seminar.    Dr.  Bee 
man  reviewed  the  general  purposes  of  congressional  seminars  at  the  Libra 
of  Congress. 

Representative  George  Brown,  Chairman  of  the  Subcommittee  on  Enviro 
ment  and  the  Atmosphere  of  the  House  Committee  on  Science  and  Technology 
addressed  the  seminar  briefly,  emphasizing  the  growing  congressional  aw^r 
ness  of  the  need  for  a  long-range  time  horizon  in  considering  public  poli 
issues  and  for  a  capacity  to  assess  and  plan  for  the  long-range  impacts 
governmental  decisions.     He  said  that  the  seminar  is  aimed  at  improving  coi^^^, 
gressional  understanding  of  private  sector  planning  practices  which  may  hav^^. 
applicability  to  Federal  governmental  needs.  | 

Following  Rep.   Brown's  remarks,  Mr.   James  W.   Spensley,  counsel 


iini 
son 
m 


the  Subcommittee  on  Fisheries  and  Wildlife  Conservation  and  the  Environme 


of  the  House    Committee  on  Merchant    Marine  and  Fisheries,  reviewed  tl.' 

i 


activities  of  the  two  sponsoring  subcommittees  leading  up  to  their  joint  stuc 
of  long-range  planning.  He  described  the  elements  of  the  joint  study,  in  whic 
this  seminar  is  an  important  part. 
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The  discussion  for  the  morning  was  moderated  by  Mr.    James  Brown 
'the  Conference   Board.      The  sumary  of  the  morning's  discussion  follov/s 
le  structure  of  the  Subcommittees'  agenda. 
Agreement  on  Operating  Definitions  and  Parameters 

The  agenda  offered  a  number  of  definitions  of  planning,  including  policy 
.anning,  strategic  planning,  and  operational  planning.  It  also  presented  a 
sfinition  of  forecasting.  These  definitions  were  not  entirely  satisfactory 
some  of  the  seminar  participants,  who  preferred  to  define  planning  more 
snerally  as  determining  unambiguous  ends,  allocating  resources  among  those 
ids,  and  iterating  until  ends  and  resources  are  compatible.  This  could  be 
illed  "a  dialogue  between  ends  and  means.  "  Two  modes  or  forms  of  plan- 
ng  were    discussed- -normative  planning,   which    is  planning  to  carry  out  a 

andated  or  authorized  course  of  action  ("Please  do  this:   ), 

id  descriptive  planning,   which  is  conditional  ("What  if   ?"). 

Jormative  planning  is  predicated  on  a  directive  to  meet  specified  objectives, 
escriptive  planning  is  aimed  at  assessing  the  likely  outcomes  or  progress 
ward  an  objective  should  certain  specified  conditions  prevail.  Short-range 
anning  is  said  to  be  entirely  normative,  since  it  is  operational. 

During  the  course  of  discussion  of  normative  and  descriptive  planning,  one 
irticipant  expressed  concern  that  even  though  we  talk  about  policy  planning,  we 
D  not  have  a  good  definition  of  "policy.  "  Confusion  is  inevitable,  he  asserted, 
iless  the  term  is  more  clearly  defined.  Another  participant  said  that  such 
5finitional  problems  may  be  interesting,  but  they  are  not  central.  The  goal, 
3  said,  is  to  devise  ways  to  increase  the  rationality  of  decision-making  by 
nproving  our  ability  to  anticipate,  and  to  foresee  the  first  and  second  order 
ssults  of  decisions. 
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It  was  determined,  following  this  discussion,  that  the  day's  seminar  was 
to  be  aimed  at  what  was  defined  as  descriptive  planning,  rather  than  at  norma- 
tive planning. 

II.    Planning  the  Planning  Process 

Subcommittee  staff  was  concerned  that  planning  may  tend  to  reduce  the 
flexibility  of  an  organization  and  its  ability  to  respond  to  new  conditions.  Partici- 
pants did  not  feel  that  this  was  a  serious  problem,  since  descriptive  planning 
was  the  focus  of  interest.  Normative  planning  could  have  this  result,  but 
not  necessarily.  Lack  of  flexibility  would  result  if  there  were  no  contin- 
gency planning  conducted,  but  it  was  assumed  that  contingency  planning  was 
an  important  and  recognized  part  of  an  organization's  overall  planning  operation. 

A  principal  point  made  repeatedly  by  members  of  the  group  was  that  it 
is  a  mistake  to  insulate  planning  from  the  decision-making  process,  that  the 
connectionbetween  planners  and  doers  is  critical.  In  this  regard,  the  exceptional 
example  of  Theodore  Vail,  of  American  Telephone  and  Telegraph,  was  cited 
as  a  kind  of  hero  story  among  corporate  planners.  Vail  was  an  individual  who 
was  a  planner  and  a  doer.  The  planning  function  and  the  decision-making, 
executive  function  were  integrated  in  one  individual.  The  desirability  or  practic- 
ability of  such  an  integration  of  planner  and  decisionmaker  was  discussed  at 
some  length.  Various  understandings  of  the  appropriate  role  of  the  planner 
emerged  out  of  this  discussion.  One  of  the  functions  of  the  planner  in  a  corpo- 
ration is  to  point  out  relevant  information  that  would  be  of  use  in  making  more 
rational  corporate  decisions,  information  that  should  be  used  but  might  be 
overlooked  if  the  planner  did  not  identify  it  and  present  in  a  usable  form 
to  decisionmakers.     In  this  sense,  planners  should  be  "input  oriented"  toward 
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the  decisionmaking  process.  The  institutional  problem  is  to  establish 
such  arrangements  that  a  "hero"  such  as  Vail  is  not  required  in  order 
to  achieve  reasonable  corporate  decisions. 

This  discussion  also  led  to  further  discussion  of  what  good  corporate 
planning  is.  Some  participants  saw  the  goals  of  the  corporation  as  (1)  to 
survive,  (2)  to  prosper  and  perhaps  to  grow,  and  (3)  to  do  these  things  on 
terms  such  that  its  institutional  integrity  and  prospects  are  sound.  Others 
said  that  the  goal  was  to  maximize  return  on  investment,  nothing  more, 
nothing  less.  Good  corporate  planning  would  be  planning  that  advances 
these  purposes.  But  one  participant  said  that  more  than  these  considera- 
tions, the  good  corporate  planner  must  have  a  vision  of  the  corporate  role 
in  society,  that  playing  a  contributory  role  in  society  is  the  corporation's 
highest  goal.  Without  such  a  vision  of  social  role,  the  corporation  will 
not  survive, 

III.    Instituting  the  Planning  Process 

Under  this  agenda  item,  two  issues  were  discussed- -handling  discon- 
tinuities and  incorporating  subjective  judgments. 

In  order  to  handle  surprises  or  "discontinuities"  to  be  faced  by  the 
top  management  of  an  organization,  contingency  planning  must  be  well 
developed  as  well  as  an  early  warning  system  to  minimize  problems  which 
are  unforseen.  Such  an  approach  can  give  advance  attention  to  potential 
problems  or  opportunities  and  design  appropriate  responses.  Real  dis- 
continuities can't  be  foreseen,  however,  and  this  requires  a  flexible  ap- 
proach to  planning  and  organizational  structure  to  allow  quick  response 
with  such  discontinuities  appear. 
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Participants  said  that  there  are  several  methods  for  translating  sub 
jective  judgements  into  forms  that  can  be  handled  in  formal,  numerica 
techniques;  but  a  firm  must  tailor  its  methods  to  meet  specific  circum 
stances. 

Ultimately  there  are  no  techniques  for  making  final  judgments.  To 
management  has  to  make  final  choices.  The  planners'  job  is  to  lay  out 
the  alternatives,  their  likely  costs,  and  their  likely  benefits.  Top  manage- 
ment is  paid  to  have  good  judgment  and  to  use  it. 
IV.    Establishing  a  Federal  Long-Term  Planning  Process 

At  various  points  during  the  discussion,  the  differences  between  plan- 
ning in  the  corporate  sector  and  in  the  government  emerged.  Some  parti- 
cipants say  such  a  difference  between  the  corporate  environment  and  the 
governmental  environment  that  they  felt  that  methods,  techniques,  and 
approaches  to  corporate  planning  are  not  really  applicable  in  the  govern- 
mental situation.  Others  believed  that  the  basic  approaches  of  planning 
were  clearly  applicable  in  spite  of  the  differences.  Indeed,  some  of  the |^ 
differences  may  not  be  as  clear  as  a  first  look  would  lead  observers  to 


believe.      One  participant  characterized  the  problems  facing  planning  in' 
the  Federal  government  as  follows:   First  there  is  a  basic  distrust  of  fore-  ^ 
casting  in  the  buearucracy  and  in  the  Presidency.     There  is  little  com-*^ 
munication  between  those  in  the  bureaucracy  who  let  and  monitor  contracts 
for  the  development  of  forecasting  techniques  and  those  who  would  use  the 
product  of  such  techniques.  Among  the  reasons  for  this  lack  of  communication 
maybe  an  unfamiliarity  with  forecasters'  jargon,   an  impatience  with  it, 
an  unwillingness  to  understand  it,   or  a   failure  on  the  part  of  planners 
and  forecasters  to  package  their  message  in  comprehensible  ways. 


367 


CRS-7 

This  participant  went  onto  say  that  the  real  decisionmakers  in  govern- 
ment are  very  few.  They  are  not  in  their  Washington  jobs  very  long.  They 
come  here  from  their  roles  as  businessmen,  professionals,  or  politicians. 
Their  milieu  is  different  from  that  of  the  forecasters  and  planners.  They 
work  on  a  4 -year  cycle  at  most,  but  the  effective  planning  time  is  cut  down 
because  of  time  spent  learning  what  is  going  on- -about  a  year --at  the  be- 
ginning and  because  of  the  time  spent  on  the  election  campaign- -about  a 
year  at  the  end  of  the  4 -year  period.  This  leaves  two  years,  much  of 
which  is  taken  up  by  attention  to  annual  budgets.  Moreover,  even  if  there 
were  time  for  long-range  planning,  most  of  the  real  national  problems 
cut  across  the  entire  Federal  governmental  structure,  across  disciplines, 
or  across  departments  so  that  individual  departmental  planning  is  not 
adequate.  Although  there  is  some  long-range  planning  for  those  matters 
that  require  long  lead  times,  such  as  highways  or  weapons  systems,  there 
is  just  not  much  long-term  planning  in  goverment.  Another  participant 
added  to  this  point  of  view  by  saying  that  the  continuity  in  government 
comes  from  the  professional  civil  service,  which  he  called  the  "techno- 
structure,  "  but  this  has  its  problems  because  of  strong  incentives  to  avoid 
risks  and  protect  individual  positions  as  well  as  narrowly  defined  depart- 
mental interests. 

Planning  in  the  corporation  was  contrasted  to  this  because  of  the  more 
direct  and  simple  overall  goal  of  the  corporation- -maximizing  return  on 
investments- -and  because  of  the  corporation's  alledgedly  more  centralized 
structure  and  because  of  the  continuity  of  its  management.  The  Federal 
government  on  the  other  hand  operates  with  many  objectives  and  with  a 
need  to  understand  the  distruibution  of  costs  and  benefits  of  its  action  across 
a  wide  range  of  people,  institutions,  and  interests. 
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In  commenting  on  these  views,  one  participant  said  that  the  problem 
is  not  that  there  are  too  few  decision-makers;  there  are  too  many.  There 
is  a  proliferation  of  power  centers  in  Washington,  and  this  leads  to  the  frag- 
mentation of  Federal  activity. 

Another  participant  said  that  private  business  is  also  subject  to  short- 
term  pressures  and  considerations  just  as  government  has  its  short-term 
pressures.  Government,  the  competition,  desires  for  promotion,  objectives 
of  individual  managers,  and  consumer  groups  all  apply  short-term  pressures 
on  the  corporation.  The  situation  is  not  all  that  different  from  government's 
complex  situation.  There  is  a  common  need  to  define  mission,  understand  the 
environment  for  action,  set  goals,  design  courses  of  action,  and  monitor 
progress. 

AFTERNOON  SESSION 

The  afternoon  session  of  the  seminar  was  opened  by  remarks  from 
Representative  Robert  Leggett,  Chairman,  Subcommittee  on  Fisheries  and 
Wildlife  Conservation  and  the  Environment,  House  Committee  on  Merchant 
Marine  and  Fisheries,  who  reviewed  some  of  the  environmental  concerns  of 
his  Subcommittee  and  thanked  the  seminar  participants  for  their  willingness 
to  take  part  in  the  discussion  on  long-term  in  planning  government. 

The  afternoon's  discussion,  which  was  moderated  by  James  Spensley, 
focused  on  ways  to  organize  a  Federal  structure  to  carry  out  a  descriptive 
planning  process,  setting  forth  alternative  policy  directions  in  environmental 
affairs.  The  work  product  of  such  an  organization  would  be  input  to  the  de- 
liberations of  Federal  policy  decision-makers. 
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;.    Objectives  of  the  Institution 

There  was  considerable  initial  discussion  of  whether  the  proposed  in- 
stitution was  to  be  "national"  or  "Federal,  "  a  distinction  which  was  not  en- 
irely  clear  to  some  participants.  The  participants  who  raised  the  question 
said  that  by  "Federal"  they  meant  located  within  the  Federal  Government, 
)perated  by  the  Federal  Government,  responsible  to  the  Federal  Government, 
md  dealing  with  issues  that  come  to  the  Federal  Government.  By  "national" 
;;hey  said  that  they  meant  serving  the  interests  of  all  sectors  of  society,  the 
iiniversities,  government,  labor,  industry,  commerce,  etc.  After  extended 
discussion  on  whether  this  was  an  important  distinction  it  was  determined 
i;hat  the  proposed  organization  to  be  treated  in  the  course  of  the  afternoon's 
jiiscussion  was  a  Federal  institution  with  a  national  scope  to  its  planning, 
'mdwith  emphasis  on  environmental  matters.  (Later  in  the  discussion  a 
question  was  raised,  but  not  definitively  answered,  as  to  whether  the  organi- 
' nation's  charter  was  to  include  a  mandate  to  plan  or  conduct  policy  analysis 
"or  economic,  social,  and  other  dimensions  of  national  life  along  with  environ- 
nental  matters  or  include  a  mandate  to  illuminate  these  other  matters  in  the 
Process  of  analyzing  environmental  policy. \ 

There  was  some  disagreement  over  the  major  issue  of  whether  the  in- 
titution  should  make  policy  recommendations  or  whether  its  mandate  should 
Limit  it  to  policy  analysis  and  forecasting  in  order  to  lay  out  for  policy  decision 
makers  the  nature  of  problems  to  be  faced,  policy  options  for  meeting  those 
problems,  and  the  likely  impacts  of  policy  decisions.  The  group  generally 
favored  the  latter  approach,  a  "descriptive"  approach. 
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II.    Placement  of  the  Institution 

The  appropriate  placement  of  the  planning /policy  analysis  institution 
within  the  framework  of  government  dominated  the  afternoon's  discussion. 
The  criteria  for  placement  of  the  institution  mentioned  during  the  discus- 
sion were  sometimes  conflicting  and  led  to  a  fundamental  dilemma  as  to 
where  the  institution  should  be  located.     These  criteria  were  the  following: 


I 

I 


1.  The  institution  must  be  close  to  and  have  the  sponsorship  of 
the  decisionmakers. 

2.  It  must  be  free  from  political  pressures. 

3.  It  must  be  free  from  pressures  to  focus  on  short-term  matters 
rather  than  on  long-term  matters. 

4.  It  must  have  managerial  continuity  beyond  the  election  cycle. 

5.  It  must  not  violate  the  constitutional  principles  of  separation 
of  powers. 

There  was  no  consensus  as  to  where  the  institution  should  be  placed. 
Some  participants  felt  strongly  that  the  institution  should  have  the  sponsor- 
ship of  the  Executive  Branch,  and  that  it  should  be  placed  in  the  Executive 
Office  of  the  President,  close  to  the  top  decision-making  aparatus  of  the 
White  House.  Others  felt  that  a  linkage  to  the  Congress  was  essential 
Still  others  objected  to  placement  within  either  of  the  two  branches,  fear- 
ing political  pressures  and  an  erosion  of  the  institution's  long-range  vision 
by  pressures  to  address  short-term  problems.  Those  who  favored  an 
independent  agency  were  countered  by  those  who  felt  that  such  a  separa- 
tion from  either  the  Executive  or  Legislative  Branches  whould  lead  to  in 
effectiveness. 


disc 
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The  following  comments  are  illustrative  of  the  direction  and  range  of  the 

discussion  of  placement  of  the  instution: 

This  kind  of  institution  must  have  access  to  the  highest  reaches  of  govern- 
ment. The  typical  independent  agency  is  not  close  enough  to  the  Presidential 
decisionmaking  process.  The  Federal  Reserve  Board  is  a  model  of  the  kind 
of  institution  that  would  be  required. 

The  institution  should  be  part  of  a  planning  institution  with  a  broader  man- 
date than  simply  environmental  planning  and  policy  analysis. 

The  best  planning  systems  are  close  to  the  person  who  makes  the  deci- 
sions. This  implies  putting  it  in  the  Executive  Branch,  in  spite  of  a  poten- 
tial loss  of  credibility.  It  must  be  in  the  President's  office  in  order  to  mini- 
mize duplication,  haggling  and  to  have  some  clout.  Its  clout  has  to  be  strong 
enough  to  handle  OMB. 

The  institution  should  be  linked  to  the  Congress.  Look  at  what  happened 
to  the  National  Goals  Research  Staff  in  the  White  House. 

The  institution  should  not  be  linked  to  either  the  White  House  or  to  the 
Congress.  Such  linkages  would  give  rise  to  political  pressures  the  institu- 
tion could  not  withstand. 


I  Corporate  planners'  expertize  comes  from  the  centralized  bureaucratic 
mode  of  operation  of  the  corporation,  which  is  different  from  the  kind  of  situation 
that  exists  in  government.  In  our  experience  planning  must  be  sponsored  by 
those  who  have  the  authority  and  power  to  carry  decisions  through.  Perhaps 
the  decision  on  placement  should  come  after  we  are  faced  with  a  tangible  isssue 
around  which  the  government  wants  to  plan.  Appropriate  placement  would 
depend  on  the  nature  of  the  specific  issue. 

I        OTA  is  not  a  good  model  for  placement.    Nobody  listens  to  it. 

Placement  must  be  such  that  long-range  planning  is  linked  with  short-term 
budget  decisions. 

The  institution  should  not  be  a  Domestic  Council  sort  of  thing.  The  issues 
that  must  be  faced  reflect  the  unified  nature  of  domestic  and  foreign  affairs 
and  our  integration  into  the  world  economy  and  environment. 

Because  of  the  dilemma  on  placement,  the  moderator  decided  to  assume 

for  purposes  of  further  discussion  that  the  institution  would  be  placed  in  the 


Executive  Office  of  the  President. 
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III.  Setting  the  Agenda 
There  was  brief  discussion  about  who  should  set  the  institution's  agenda. 

One  participant  said  that  much  of  the  agenda  would  be  set  by  emerging  problems, 
by  foreseen  problems,   and  by  the  automatic  termination  of  Federal  statutes. 

Another  participant  pointed  out  that  the  agenda  should  be  set  according 
to  the  nature  of  the  various  levels  of  activity  within  the  institution.  For  activ- 
ities that  are  clearly  a  matter  of  staying  informed,  professionally  "on  top  of 
things,  "  the  agenda  would  be  set  by  individual  professional  members  of  the 
institution's  staff.  For  activities  dealing  with  the  identification  and  reso- 
lution of  incompatabilities  among  policies,  the  identification  of  mutually  rein- 
forcing purposes  or  activities- -perhaps  these  could  be  called  policy  analysis 
activities- -the  agenda  would  be  set  in  part  by  those  who  use  the  institution's 
services  and  in  part  by  its  institutional  managers.  For  activities  that  deal 
with  setting  broad  purposes,  for  defining  constraints,  for  moving  into  new  areas, 
this  agenda  is  the  perogative  of  the  chief  executive  officer.  If,  for  example, 
the  institution  is  located  within  the  Executive  Branch,  the  perogative  would 
belong  to  the  President.  As  in  the  placement  discussion,  however,  some  partici- 
pants were  not  happy  with  Presidential  determination  of  any  aspect  of  the  institu 
tion's  agenda,  fearing  undue  political  pressures. 

IV.  Personnel  | 
The  only  personnel  issue  that  was  discussed  was  that  of  the  need  for  con- 
tinuity of  the  top  management  of  the  planning  institution  beyond  the  election 
cycle  of  the  President  and  Members  of  Congress,  especially  the  presidential 
cycle.    This  was  seen  as  necessary  in  order  to  avoid  pressures  for  attention 
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to  short-term  problems  rather  than  long-term  problems.  One  participant 
offered  the  Board  of  Governors  of  the  Federal  Reserve  System  as  a  model. 
If,  however,  the  planning  institution  is  part  of  the  Executive  Office  of  the 
President,  such  an  arrangement  might  not  be  acceptable  to  the  Presi  dent. 

V.  Interaction  with  other  Institutions 

This  agenda  item  did  not  receive  any  specific  discussion  due  to  the  ex- 
tent of  the  discussion  of  placement  of  the  planning  institution. 

VI.  Funding 

The  moderator  determined  that  it  was  necessary  to  overcome  the 
dilemma  about  placement  of  the  planning  institution  by  making  a-  decision  to 
continue  the  discussion  under  the  assumption  that  it  would  be  placed  in 
the  Executive  Office  of  the  President.  This  implies  public  funding,  but 
nevertheless  there  was  some  discussion  of  alternate  forms  or  channels 
for  funding  a  planning  operation.  The  options  that  were  identified  included 
(1)  public  funding  through  congressional  appropriations,  (2)  public  funding 
by  appropriation  of  an  endowment,  the  income  from  which  would  support 
the  institution's  operations,  (3)  private  funding,  (4)  some  combination 
of  these  approaches,  or  (4)  A  variant  on  the  public  funding  approach  that 
the  participant  called  "piggy -backing".  Using  this  approach  the  planning 
institution  would  receive  a  proportion  of  its  funds,  perhaps  only  during 
the  initial  years  of  its  operation,  by  way  if  its  own  congressional  appropri- 
ation. The  remainder  of  its  funding  would  come  from  individual  agencies 
using  its  services.  Appropriations  to  these  agencies  would  be  earmarked 
so  that  a  set  proportion  of  individual  agency  funds  would  be  required  to  the 
planning  institution. 
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VII.    General  Observations 

There  was  a  clear  awareness  on  the  part  of  all  participants  that  the  | 

! 

placement  problem  was  left  unresolved  by  the  discussion,  and  that  thisii 
problem  should  receive  additional  attention.  Some,  aware  of  the  limita-  ii 
tions  of  placing  the  institution  in  the  Executive  Branch  or  in  the  Legisla- 
tive Branch,  saw  some  hybrid  arrangement  as  perhaps  promising.  Others 
felt  strongly  that  the  need  to  tie  planning  with  the  doing  of  the  Federal 
government's  business  was  the  dominant  need  and  that  whatever  the  dis- 
advantages, the  planning  institution  should  be  in  the  Executive  Office  of 
the  President. 

The  discussion  concluded  with  expressions  of  the  need  to  design  a 
planning  institution  such  that  it  would  contribute  to  democratic  processes 
of  government. 

There  was  an  interesting  dissent  from  this  exercise  in  designing  a 
planning  institution.  One  participant  said  that  the  real  problem  was  not 
to  design  a  new  institution:  it  was  to  figure  out  ways  of  involving  the 
various  actors  in  the  policy  decision-making  process  in  policy  analysis 
itself.  This  was  true  he  said,  at  all  levels  in  the  federal  system.  Every- 
body in  such  positions  should  be  policy  analysts.  They  ought  to  have  to  go 
through  the  policy  analysis  process  themselves. 
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LONG-RANGE  PLANNING  IN  THE  PRIVATE  SECTOR: 
WHAT  CAN  THE  FEDERAL  GOVERNMENT  LEARN? 

Library  of  Congress,  Whittall  Pavilion 
December  11,  1975 


AGENDA 


Korp^ng  Seggiop 
Time: 

Presiding  Chairman! 


10:00  a.m.  -  12:00  noon 

The  Honorable  George  Brown,  Chairman 
Subcommittee  on  Exrwironnent  and  the 

Atmosphere 
Committee  on  Science  and  Technology 
U.S.  Hotise  of  Representatives 


Moderator: 


James  Brown,  The  Conference  Board 


Afternoon  Session 
Time: 

Presiding  Chairman! 


Moderator: 


1:15  p.m.  -  U'30  p.m. 

The  Honorable  Robert  Leggett,  Chairman 
Subcommittee  on  Fisheries  and  Wildlife 

Conservation  and  the  Environment 
Committee  on  Merchant  Marine  and  Fisheries 
U.S.  House  of  Representatives 

James  W,  Spensley,  Counsel 
Subconmittee  on  Fisheries  and  Wildlife 

Conservation  and  the  Environment 
Committee  on  Marchant  Marine  and  Fisheries 
U.S.  House  of  Representatives 
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MORNING  SESSION 


10:00     Welcoifting  Remarks 


10:05     Chairnan's  Connenta 


10:15     Overview  of  long- 

Range  Planning  Sttdy 


Norman  Beckman,  Acting  Director 
Congressional  Research  Service 
Library  of  Congress 

The  Honorable  George  Brown 

U.  S.  House  of  Representatives 

Jaaes  W,  Spensley,  Counsel 
Subcomnittee  on  Fisheries  and  Wildlife 

Conservation  and  the  Environment 
Consuittee  on  Merchant  Marine  and  Fisheries 
U.  S«  House  of  Representatives 


10:30     Morning  Workshop 


Moderator: 
Board 


Jaaes  Brown,  The  Conference 


ISSUES 


I.    AGREEMENT  ON  OPERATING  DEFINITIONS  AND  PARAMETERS 

A.    Policy  planning  includes  identifying  the  basic  purposes  of 
the  organization  and  establishing  the  guidelines  that  determine 
the  internal  environment  for  operations.    It  is  general  and 
tends  to  reach  across  a  long  time  span. 


B,  Strategic  planning  involves  chan^ng  corporate  direction  and 
reallocating  resources  to  accomodate  a  significant  change  in  the 
operating  environment, 

C,  Operational  planning  involves  planning  the  goals  and  use  of 
resources  to  achieve  established  company  objectives. 

D,  Forecastinff  is  the  process  of  identifying  and  projecting 
alternative  future  scenarios. 


II.    PLANNING  THE  PLANNING  PROCESS 

A,  Comprehensive  planning  per  se  requires  a    trade-off  with 
flexibility  and  responsiveness  in  the  process, 

B,  The  selection  of  planning  tools  and  techniques  is  critical 
to  the  outcome  of  the  process, 

C,  Centralization  of  policy  or  strategic  planning  is  critical 
to  the  effectiveness  of  the  process. 

D,  Reliability  of  process  outcome  is  a  function  of  the  range 
and  diversity  of  informational  inputs  and  sources. 
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III.  INSTITUTING  THE  PLANNING  PROCESS 

A.  It  is  "impossible"  to  incorporate  future  discontinuities  In  the 
developnent  of  futtire  scenarios. 

B.  How  do  70U  incorporate  or  quantify  subjective  judgements  into 
the  planning  process? 

C.  What  criteria  should  be  used  to  select  the  significant  planning 
issues  an  organization  is  to  address? 

IV.  ESTABLISHING  A  FEEERAL  LONG-TERM  PLANNING  PROCESS 

A,  Federal  planning  is  not  a  theoretical  question  of  yes  or  no,  but 
rather  a  question  of  how  much  is  needed  to  deal  vith  growing  future 
uncertainties  and  scarcities. 

B.  What  appear  to  be  the  barriers  to  systematic  long-range  planning 
in  the  Federal  govemnent  and  how  might  they  be  oreroome? 

«•«« 

AFTERNOON  SESSION 

1:15       Chairman's  Connents  The  Honorable  Robert  Ldggett 

U.  S,  House  of  Represexitatives 

1:30       Afternoon  Workshop  Moderator:    James  W.  Spensley,  Subcom- 

mittee on  Fisheries  and  Wildlife  Con- 
servation and  the  Eiavironment 

ISSUES 

Structuring  a  Federal  Institution 

I.  OBJECTIVES  OF  INSTITUTION 

A.  Primary  directive  or  mandate 

B.  Functional  responsibilities 

II.  PLACEMENT  OF  INSTITUTION 

A.  Executive  Office  of  the  President 

B.  Independent  agency 

C.  Congress 

D.  Private  sector 


70-315  O  -  76  -  25 
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III.  ORGANIZATIONAL  STRDCTIJRE 

A,  Agenda 

B,  Managemmt 

IV.  PERSONNEL 

A.  Repreaentatlon 
B«  Selection 

C,  CapabllitiM 

V.  INTERACTION  WITH  OTHER  INSTITUTIONS 

A.  Public 

B.  Private 
0.  Functions 

VI.  FINANCING  OF  THE  INSTITUTION 

A.  Public 

B.  Private 

C.  Combination 
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LONG-RANGE  PLANNING  IN  THE  PRIVATE  SECTOR: 
WHAT  CAN  THE  FEDERAL  GOVERNMENT  LEARN? 
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Marvin  Cetron,  Forecasting  International 

Donald  K.  Conover,  Director  of  Corporate  Planning,  Western  Electric 
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Douglas  Costle,  Assistant  Director  ^ f ^f' 
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Emillo  Q.  Daddarlo,  Director.  Office  of  Technology  Assessment 

Gordon  Dinsmore.  Metropolitan  Life  Insurance  Company 

Jerome  Jacobson.  Senior  Vice  President.  Bendlx  Corporation 

Vernon  Johnson.  Vice  President  and  Director  of  Corporate  Planning. 
General  Mills 

Abraham  Katz.  Director  of  Corporate  Planning.  International 
Business  Machines 

John  Osman.  Senior  Fellow.  Brookings  Institution 

Charles  S.  Overmiller.  Chief  Economist.  Exxon 

Robert  Schmidt,  Director,  Long-Range  Planning.  Plllsbury  Co. 
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INTRODUCTION 

During  the  last  30  years,  interest  in  long-range  planning  has  been 
growing.     Based  on  early  successes  during  World  War  II  and  subsequent  uses 
in  defense  systems  and  in  private  industry,  government  has  been  using 
planning  and  its  methods  to  address  a  number  of  issues,  including 
budgeting  with  the  Office  of  Management  and  Budget,  economics  with  the 
Council  of  Economic  Advisors,  and  the  environment  with  the  Council  of 
Environmental  Quality.     Congress  is  seeking  improved  planning  capabilities 
in  part  through  new  committee  resources,  the  Congressional  Budget  Office, 
the  expanded  analytical  work  at  the  Congressional  Research  Service, 
the  Office  of  Technology  Assessment,  and  greater  use  of  the  Government 
Accounting  Office.     For  Congress  to  play  an  initiating  role  in  anticipatitij 
problems  and  capitalizing  on  opportunities,  it  will  need  to  combine 
sound  forecasting  capabilities  with  judicious  use  of  the  results. 

Man's  interest  in  forecasting  and  the  future  is  not  new,  for 
from  man's  first  perception  of  the  nature  of  Time  —  that  the  past 
is  known  but  unchangable  and  the  future  is  changable  but  unknowable — 
man  has  been  intrigued  by  the  future.     Adam  was  given  the  first 
forecast  —  if  he  ate  of  the  forbidden  fruit,  he  would  have  to  leave  the 
Garden  of  Eden.     Adam  failed  to  heed  the  forecast,  condemning  his 
descendants  to  live  with  the  consequences  —  among  them  an  endless  search 
to  "know"  the  future  and  avoid  Adam's  mistake. 

Man's  interest  in  the  future  has  taken  many  forms  that  can  be 
aggregated  into  three  general  approaches:     first,  non-logical  methods; 
second,  logical  descriptions  and  speculations;  and  third,  formal 
forecasting.     Primitive  man  used  non-logical  or  mystical  methods  such 
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IS  astrology,  clairvoyance,  and  prophecy  to  predict  the  future.  More 
recently  man  used  more  logical  methods  and  speculation  to  describe 
Utopian  and  distopian  views  of  the  future.     These  fictional  views  of 
the  future,  though  very  interesting,  rarely  provided  any  information  on  how 
to  get  from  the  world  of  today  to  the  world  of  the  future.  Man's 
third  approach  to  thinking  about  the  future  centers  around  formal 
forecasting  designed  to  aid  man  in  making  the  decisions  which  shape 
his  future. 

In  the  sections  which  follow,  man's  continual  interest 
throughout  history  in  forecasting  and  the  future  is  illustrated. 
The  material  is  not  meant  to  be  comprehensive  or  exhaustive,  but 
merely  illustrative  of  man's  continual  search  for  knowledge  about 

1 

the  future.  ll 

In  the  Appendix  we  have  listed  a  small  compendium  of  amusing 
forecasts  that  fortunately  have  not  come  true.     They  illustrate  the  need  for 
thinking  about  the  future  in  a  more  systematic  and  comprehensive  fashion. 


1/    Most  of  the  material  in  the  following  section  has  been  extracted 
from:    Kelly,  Patrick  and  others.     Technological  Innovation: 
A  Critical  Review  of  Current  Knowledge.     Atlanta,  Advanced  Technology 
and  Science  Studies  Group,  Georgia  Tech  [1975]     541  p.  and  a  pre- 
publication  copy  of  Cronish,  Ed  and  others.     The  Discovery  of  the 
Future.     Washington,  The  World  Future  Society  [1976]     100  p. 
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HISTORY  OF  FORECASTING 


Non-Logical  Forecasting  T 

In  attempting  to  determine  his  fate,  man  has  relied  on  a 
number  of  personages  Including  the  prophet,  psychic,  seer  or 
clairvoyant  and  methods  such  as  the  deciphering  of  the  entrails 
of  slain  animals.     The  Sumerlans  and  Babylonians  perceived  the  sky 
to  be  the  dwelling  place  of  the  gods  and  that  man's  actions  were 
directed  by  the  gods  from  these  quarters.     The  movement  of  the  stars 
and  planets  were  believed  to  foreshadow  events  on  earth.     Since  early 
man  expressed  himself  in  pictures  and  images,  it  was  logical  for  him 
to  expect  his  gods  to  do  the  same.     Thus,  it  was  natural  for  him  to 
regard  the  course  of  the  stars  aS  a  divine  kind  of  picture  writing. 

Probably  the  oldest  example  of  future-oriented  literature  is  , 
the  Egyptian  Book  of  the  Dead.     It  discusses  the  Egyptian  belief  about 
the  destiny  of  human  beings  through  eternity.     Rules  of  conduct  for 
making  future  life  on  earth  better  through  the  management  of  society  are 
discussed  in  The  Priest  of  Senefou  (2900  B.C.). 

Probably  the  best  known  oracle  of  the  ancient  world  was  at 
Delphi,  a  place  near  Mount  Parnassus  in  Greece.     Greeks  who  wished  to 
consult  the  oracle  of  the  god  Apollo  would  present  their  questions  in 
writing.     The  responses  were  given  by  a  priestess,  who  sat  on  a  sacred 
tripod  in  the  inner  shrine.     The  priestess'  utterances  were  verified 
and  edited  by  prophets  and  "holy  men".     Despite  the  ambiguity  of  the 
resulting  forecasts,  the  oracle  apparently  had  a  thriving  business  for 
centuries . 

One  of  the  most  powerful  and  persistent  images  of  the  future  is 
preached  by  the  Old  Testament  prophets  on  the  resurrection  of  Israel. 
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St.  Augustine  developed  from  this  image  The  City  of  God.     It  was  an  image 
to  be  fulfilled  by  the  grace  of  God  and  mediated  through  the  Christian 
church. 

For  the  most  part  the  ancients  were  not  concerned  about  the  future 
of  their  society,  but  about  their  individual  fortunes.     They  consulted 
oracles  and  mystics  in  a  manner  similar  to  the  way  people  today  might 
consult  palmists  and  astrologers.     The  ancient  cultures  did  not  change 
much,  so  common  fork  were  not  very  interested  in  trying  to  explore  the 
future  of  their  society.     "The  ancients"  methodology  was  mystical  and 
dependent  on  divine  revelations,  unlike  the  rational  or  scientific 
methods  of  today's  futurists  who  rely  on  data  collections,  statistics, 
social  theories,   computer  simulations,  etc. 
Logical  Descriptions  and  Speculation 

Around  the  thirteenth  century  some  serious  thinking  about  the 
technical  future  began  to  emerge.     Such  evidence  is  found  in  Roger  Bacon's 
statements  (1256-66)  about  the  possibilities  of  submarines,  flying  machines 
and  talking  and  reasoning  automata.     Francis  Bacon's  utopia  included 
mention  of  new  technology  but  lacked  technical  substance.     Francis  Bacon 
was  the  first  Utopian  writer  to  visualize  the  use  of  science  to  improve 
man's  future.     By  contrast,  Leonardo  Da  Vinci  presents  some  brilliant 
technological  forecasts  that  were  based  upon  technical  insight.  However, 
Da  Vinci  did  not  specify  the  impact  involved,  while  many  of  the  Utopians 
were  concerned  with  the  impact  of  the  technical  possibilities  on  mankind 
and  society. 
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Speculation  about  future  technologies  in  the  form  of 
science  fiction  and  fiction  about  future  social  conditions 
began  to  emerge  in  the  early  1800s.     These  writings  include 
many  forecasts  about  various  technological  possibilities, 
their  impact  and  consequences,    and  potential  societal 
reaction  to  each  alternative.      Some  of  the  writings  are 
fanciful  and  others  are  serious.      Some  contain  thoughtful 
speculation  and  social  concern  while  others  are  satirical 
and  are  meant  chiefly  to  entertain  the  reader. 

Hans   Christian  Anderson,   who  is  best  known  for  his 
children's  tales,   entertained  readers  in  1852  with  speculations 
on  the  tourists  of  the  future.     They  would  be  young  Amer- 
icans who  would  cross  the  Atlantic  in  steam-driven  flying 
m.achines.     With  remarkable  foresight,   Anderson  suggested 
that  their  slogan  would  be     "See  Europe  in  Eight  Days". 

The  French  author,   Jules  Verne,   achieved  his  popularity 
by  using  science  as  the  material   for  fiction.  Verne 
based  his  mechanical  contrivances  on  the  best  and  latest 
work  on  scientific   facts  and  principles  of  his  day.  In 
choosing  a  metal   for  the  ship  that  was  to  take  men  to  the 
moon,   the  characters  in  Verne's  book  consider  one  material 
after  another.     Finally,    someone  suggests  that  aluminum 
might  be  used.     At  that  time,   aluminum  was  known  only  as 
a  rare  metal,   prohibitively  expensive  and  unobtainable  in 
useful   form.     However^  through  his  research  Verne  discovered 
that  aluminum  possessed  the  material  properties  needed  for 
the  ship  and  that  its  production  was  practicable. 
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The  writings  of  H.G.  Wells  also  have  made  a  lasting  impression 
on  society.     His  book  Anticipations  was  a  major  speculative  forecasting 
effort.     He  examined  the  factors  which  facilitate  change  in  transportation, 
communications,  the  size  of  cities,  warfare,  etc.,  and  foresaw  the 
decline  of  horse-drawn  vehicles  and  the  comin  of  motor  trucks  as  well  as 
the  importance  of  aviation  in  warfare.     "Once  the  command  of  the  air  is 
obtained  by  one  of  the  contending  armies,  the  war  must  become  a  conflict 
between  a  seeing  host  and  one  that  is  blind."    He  also  suggested  that 
Great  Britain  would  become  an  urban  region  held  together  by  a  dense 
network  of  telephones  and  tubes  for  parcel  delivery. 

In  his  novel  The  World  Set  Free,  Wells  forecast  the  discovery 
of  artificial  radioactivity,  the  liberation  of  atomic  energy,  the 
development  of  atomic  bombs,  and  a  world  war  fought  by  England,  France, 
and  America  against  Germany  in  which  all  the  major  cities  of  the  world 
are  destroyed  by  bombs.     In  a  different  vein,  the  forecasting  efforts  of 
Karl  Marx  and  their  subsequent  impact  on  the  world  are  well  known. 
Formal  Forecasting 

In  the  early  1900s  sociologist  S.  Collum  Gilfillan  began  to  syste- 
matically study  the  forecasting  process.     He  was  probably  the  first  person 
to  study  seriously  the  methodologies  and  to  define  forecasting  based  on 
emerging  technologies  (exploratory  forecasting)  and  forecasting  based 
on  future  requirements  (normative  forecasting).    He  recognized  the  need 
to  build  a  data  base,  the  use  of  trend  extrapolation,  and  the  principle 
of  monitoring,  while  rejuecting,  "optimism,"  "utopian  prophesying"  and 
"wishful  thinking"  as  highly  misleading. 

Shortly  after  his  election  in  1929,  President  Herbert  Hoover  named 
a  Presidential  Research  Committee  on  Social  Trends.     In  their  final  report 
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the  Committee  concluded  that  the  ills  of  the  nation  were  in  large 
part  due  to  the  unequal  rates  of  social  changes  in  the  twenties: 
growth  in  production  exceeded  growth  in  purchasing  capacity  and  large 
corporations  were  growing  faster  than  labor  organizations.  These 
unequal  rates  of  change  were  perceived  as  the  dominant  cause  of  the 
Depression  and  its  persistence.     The  report  expressed  deep  interest 
in  the  social  impacts  of  technology  and  made  explicit  the  concepts 
of  social  impacts  and  costs.     It  recommended  widespread  economic  and 
social  planning  as  the  only  solution  for  a  better  future. 

With  the  New  Deal  era  of  F.D.R.,  planning  became  a  standard 
tool  of  government.     Further  advances  toward  the  systematic  use  of 
forecasting  techniques  and  the  study  of  the  future  were  made  in  1937 
when  the  National  Resources  Committee  of  the  Department  of  the  Interior, 
through  their  Science  Committee,  established  a  Subcommittee  on  Technology. 
This  is  perceived  by  some  to  be  the  first  explicit  effort  by  a  major 
U.S.  institution  to  link  forecasting  to  planning  and  decision-making. 

The  Subcommittee  on  Technology's  report,  Technological  Trends 
and  National  Policy:     Including  the  Social  Implications  of  New  Inven- 
tions, was  termed  "the  first  major  attempt  to  show  the  kinds  of  new 
inventions  which  may  affect  living  and  working  conditions  in  America 
in  the  next  10  to  25  years."  The  subcommittee  stressed  that  its 
concern  was  not  so  much  with  technology  as  with  planning  directed  at 
the  social  effects  of  using  that  technology. 

The  Subcommittee's  foresight  in  calling  attention  to  the  social 
impacts  that  might  come  from  the  mechanization  of  the  cotton  industry 
in  the  south  was  remarkable.     Some  of  the  text  in  the  study  follows: 
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"If  we  assume  that  cotton  acreage  will  remain  about 
the  same,  and  that  a  successful  machine  will  be  produced  in  large 
quantities  and  sold  to  all  who  can  afford  to  by,  tenant  farming 
as  it  now  exists  in  the  South  would  undergo  change.     Some  tenants 
and  sharecroppers  would  still  be  needed  as  laborers  in  the 
cotton  fields,  but  many  would  need  to  turn  elsewhere  for  a  liveli- 
hood. 

"Would  they  pour  into  the  North  and  seek  employment  in  industry?... 
Many  of  the  people  from  the  rural  South  have  had  almost  no  ex- 
perience with  industrial  discipline  and  complicated  machinery; 
could  they  be  trained  to  useful  and  self-supporting  employment?... 

"The  cotton  picker  would  cut  down  sharply  the  greatest  single 
source  of  employment  for  woman  and  child  labor  in  America. . . 
How  else,  it  may  be  asked,  are  these  people  to  make  a  living?... 
Will  northern  industry  move  into  the  South  and  take  up  the  slack 
in  the  labor  supply?" 

Almost  35  years  later,  former  Secretary  of  Agriculture, 

Orville  Freeman,  commented: 

"...the  displacement  of  large  numbers  of  rural  people  by 
mechanization  is  more  responsible  for  the  big  city  problems 
which  resulted  in  the  burning  of  cities  in  the  United  States 
in  the  1960s  than  any  other  factor..." 

Arguments  can  and  have  been  made  disputing  Secretary  Freeman's 

ranking  of  responsible  factors,  but  the  relationship  of  a  technological 

development  and  a  social  upheaval  separated  by  four  decades  can  be 

powerfully  drawn.     Once  again,  Orville  Freeman's  coimnents: 

"I  have  visited  cotton  plantations  in  the  American  southland 
where  in  one  year  the  labor  supported  by  the  plantations  dropped 
from  100  families  to  five  families.     Some  describe  this  phenomenon  as 
efficiency  and  progress,  proudly  citing  per  capita  output  figures. 
Such  an  evaluation  fails  to  consider  the  human  and  social  costs 
of  95  black  families  with  nowhere  to  go.     They  or  their  children 
made  up  the  rioting  mobs  who  cried  'Burn,  baby,  burn'  in  Detroit, 
Washington,  Cincinnati,  Cleveland,  and  Los  Angeles." 

Since  the  end  of  World  War  II,  when  in  Jacob  Bronowshi's  words, 

the  atomic  boinb  brought  civilization  "face  to  face  with  its  own  implications, 

large  scale  serious  efforts  have  taken  place  to  make  forecasting  more  of 

a  science  and  less  of  an  art.     These  efforts  have  become  more  widespread, 

organized,  and  sophisticated.     They  are  an  outgrowth  of  the  1945-50 
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period  when  man  introduced  atomic  weaponry;  Norbert  Wiener  spelled  out  the 
principles  of  self-regulating  mechanisms  and  self-adjusting  systems 
(cybernetics) ;  the  Atomic  Energy  Commission  and  the  National  Science  Foun- 
dation were  created;  the  concept  of  Gross  National  Product  (GNP)  was 
first  used;  Congress  passed  the  Full  Employment  Act  of  1947  and  | 
established  the  Council  of  Economic  Advisors;  and  economist 
Wassily  Leontif  outlined  the  principles  of  input-output  analysis. 
From  a  few  small  groups  in  the  first  "think  tanks"  formed  during  this 
period,  forecasting  has  grown  into  a  major  new  field.     By  one  estimate,  ' 
there  are  nearly  100  independent  private  organizations  in  the  U.S.  doing 
futures  research,  including  profit  and  not-for-profit  organizations. 
More  than  30  public  organizations  featuring  citizen  participation  are 
studying  futures  issues  in  states  (e.g.  Hawaii  2000)  and  regions. 
Many  of  the  Fortune  500  corporations  have  forecasting  snd  long-range 
planning  departments. 

Futures  research  is  also  being  developed,  at  colleges  and  univer- 
sities -  some  300-400  courses  concerned  with  futures  research  are  being 
offered.     The  field  has  10  to  15  journals  which  regularly  feature  "futures" 
topics  and  articles.     The  Institute  for  Futures  Research  and  Education 
(TRADES)  annually  publishes  a  directory  of  people,  organizations,  and 
activities  in  forecasting. 

New  forecasting  techniques  have  been  developed;  older  ones  have 
been  refind;  and  some  practitioners  describe  techniques  like  trend 
impact  analysis  as  second  generation  forecasting  methodologies.     In  the 
section  which  follows  some  of  these  methodologies  and  their  uses  are 
described  and  discussed. 
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SELECTED  FORECASTING  METHODOLOGIES 
Introduction 

There  are  numerous  forecasting  methodologies  and  ways  of 
organizing  or  arraying  the  methodologies.     A  1975  Stanford 
Research  Institute  study  identified  150  techniques  from 
the  forecasting  literature.     After  trimming  the  more  obvious 
and  severe  overlaps,   they  reduced  the  number  to  about  100. 
They  then  grouped  these  techniques  under  three  broad 
categories  of  forecasting  methods:  techniques  using  historical 
trend  data  and  projections;   techniques  based  on  models  and 
simulations;   and  qualitative  and  quantitative  techniques. 

We  have  selected  two  forecasting  methodologies  from  each 
category.     The  six  selections  were  made  by  the  study  team. 
The  methods  -  Delphi,  cross-impact  analysis,  computer  simula- 
tion models,   trend  extrapolation,   scenarios,  and  trend 
impact  analysis  are  described  in  the  following  sections.  A 
general  description  and  critique  of  the  method  is  provided 
along  with  some  applied  illustrations  and  public  sector 
applications  of  the  method.     A  small  list  of  related  readings 
is  also  provided  for  each  methodology.     Because  each  method- 
ology is  unique  and  applied  to  different  types  of  problems, 
the  style  or  format  in  describing  each  methodology  may  vary 
slightly. 
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THE  DELPHI 


Delphi   is  a  technique  used  to  gather  and  process  information 
and  judgment  from  a  group  of  individuals  who  are  experts 
in  a  particular   field  or  subject.      It  is  generally  con- 
sidered to  be  a  forecasting  methodology,   but  it  has  had 
a  number  of  other  applications.  2/     Some  of  these  are: 

To  probe  certain  historical  or  current  conditions 
where  existing  historical   information  is  in- 
adequate . 

To  examine  the  significance  of  historical  events. 
To  develop  and  evaluate  possible  budget  al- 
locations . 

To  identify  causal  relationships  in  complex 
economic  or  social  phenomena. 

To  produce  organized  lists  or  ideas  or  suggestions 
relevant  to  some  stated  problem  topic.  This 
may  include  the  delineation  of  potential  policy 
options  and  the  pros  and  cons  associated  with  each. 


2_/  Amara,    Roy.      Some  Methods  of  Futures  Research.  WP-23 

Menlo  Park,   Calif.,    Institute  for  the  Future, 
December  1975,   and  Linstone,   Harold  A.   and  Murray 
Turoff,   ed .      The  Delphi  Method;    Techniques  and 
Applications.      Reading,   Mass,   Addison  Wesley  Pub. 
Co.,    Inc.  [1975] 
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As  a  communication  device  to  probe  consensus 
or  differences. 

The  Delphi  method  was  initially  developed  at  the  Rand 
Corporation  by  Olaf  Helmer  and  Norman  Dalkey  in  the  late 
1950s  and  early  1960s  for  scientific  and  technological 
forecasting.     By  one  count  over  2000  Delphi  studies  have 
been  conducted.     They  have  been  designed  to  probe  such 
diverse  areas  as  economic  trends,  medical  developments, 
societal  change,   employee  benefits,  educational  develop- 
ments,  regulatory  processes,  and  general  corporate  environ- 
mental '  factors  .     The  Delphi  technique  or  some     variant  of 
it  has  been  used  extensively  in  the  United  States,  the  United 
Kingdom,   Russia,   and  Japan. 

In  a  typical  policy  oriented  Delphi ,   a  group  of  respondents 
(experts)    is  selected  and  a  questionnaire  is  prepared 
(the   "Roundl"  questionnaire) ,   posing  quantitative  and 
qualitative  questions  about  the  future  to  be  studied. 
Respondents  generally  are  asked  to  provide  their  rationale 
or  source  of  information  for  quantitative  responses.  A 
second  questionnaire    (Round  2)    is  then  prepared  and  dis- 
tributed;  this  round  includes  the  questions  from  the  first 
round,  a  statistical  summary  of  the  answers  to  each  of 
the  questions  from  that  round   (generally  the  upper  and 
lower  quartiles  and  the  median  of  the  distribution  of 
responses  to  that  point) .     Participants  are  then  asked  to 


70-315  O  -  76  -  26 
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rank  and  evaluate  these.     It  may  also  provide  some  new 
questions.     A  third  round  -  generally  a  final  one  -  may 
then  be  prepared.     It  generally  repeats  all  or  most  of 
the  questions  of  the  second  round  and  asks  the  participant 
to  develop  some  policy  options  for  various  sectors.  At 
this  point,  where  applicable,  the  views  of  the  respondents 
will  either  have  converged  somewhat  or  the  reasons  why 
convergence  is  unlikely  will  have  been  documented.  Con- 
vergence is  rare  and  of  minimal  utility  if  the  underlying 
assumptions  for  most  individual  responses  are  not  provided. 

There  are  a  number  of  basic  variations  to  the  Delphi ,  but 
the  various  Delphi  techniques  share  three  basic  character- 
istics —  use  of  controlled  feedback,  use  of  sequential 
questionnaires  and  preservation  of  the  anonymity  of  the 
respondents.     Anonymity  exists  at  two  levels.  Partici- 
pants frequently  are  unknown  to  each  other  and  in  all 
cases  the  individual  response  is  never  attributed  to 
particular  individuals.     In  futures  research,   the  Delphi 
method  is  often  used  instead  of  the  traditional  conference 
method,  because  conferences  can  produce  such  undesirable 
side  effects  as  specious  persuasion,  an  unwillingness  to 
abandon  opinions  once  they  are  publicly  expressed,  and  the 
bandwagon  effect  of  majority  opinion. 
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Many  variations  are  possible: 

Replace  questionnaire  with  personal  interview. 
Replace  questionnaire  with  computer-assisted 
interview. 

Variation  in  the  number  of  rounds. 

Variation  in  the  number  and  types  of  information 

fed  back  to  respondents. 

Allowing  respondents  to  introduce  new  questions 
relevant  to  issues  under  consideration. 

Joseph  Coates,  a  futurist  with  the  Office  of  Technology 
Assessment,  notes  that  the  Delphi  is  not  a  scientific 
tool,  nor  is  it  related  to  a  scientific  experiment  or 
scientifically  structured  activity.     "Delphi  is  not  a  way 
of  drawing  expert  knowledge  on  expert's  issues,  but  rather 
is  an  aid  to  dealing  with  those  most  crucial  of  contemporary 
societal  problems;   judgment  and  wisdom  about  the  future." 
It  is  the  modern  equivalent  of  the  essay  and  is  not  to  be 
confused  with  a  psychometric  test,   i.e.,   I.Q.  tests.  _3/ 

Delphi  may  be  a  useful  instrument  to  achieve  the  objectives 
stated  earlier  by  Roy  Amara,   the  President  of  the  Institute 


V      Coates,  Joseph  F.     In  Defense  of  Delphi.  Technological 
Forecasting  and  Social  Change,  v.   7,  no.   2,  1975: 
193-194. 
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for  the  Future,   as  long  as  one  understands  that  it  is  not 
a  scientific  instrument,  and  that  its  value  may  be  in  forcing 
the  various  "stakeholders"  or  individuals  concerned  with  a 
particular  issue  to  articulate  and  discuss  the  underlying 
assumptions  of  that  issue.     It  is  an  instrument  that  appears 
scientific,  but  in  reality  is  not.  4_/ 

Critiques  of  the  Method 

Any  evaluation  of  the  Delphi  process  or  of  a  particular 
Delphi  must  be  made  in  light  of  the  goals  sought  and  the 
alternatives  available  to  meet  those  goals.     The  analyst  needs 
to  address  the  questions  "Who  is  it  that  should  communicate 
about  the  problem;  what  alternative  mechanisms  are  avail- 
able for  that  communication;   and  what  can  we  expect  to 
obtain  with  these  alternatives?"     Some  of  the  advantages  are: 
Allows  for  interdisciplinary  communication  of 
experts  from  remote  geographical  locations. 
Avoids  the  psychological  problems  of  direct 
group  interaction  such  as  the  bandwagon  effect, 
specious  persuasion »     domination  by  quantity  or 
strength  of  personality. 

Focuses  attention  directly  on  the  issue. 

Lends  itself  to  qualitative  and  quantitative  data. 


4_/      Linstone,  op,  cit.,  chapters  1  and  8. 


397 


May  expose  real  agreements  and  disagreements 
among  respondents. 

Lends  itself  to  problems  which  require  subjective 
judgments  on  a  collective  basis. 

Some  of  the  problems  or  disadvantages  with  the  Delphi  are: 

Lacks  the  stimulation  of  face  to  face  confrontation. 
Subject  to  misinterpretation  or  manipulation  by 
the  Delphi  investigator. 

It  is  extremely  slow,   time  consuming,   and  expensive. 

-  Panelist  may  not  be  able  to  communicate  his  views 
by  a  concise  sentence,  etc. 

Emphasis  on  consensus  may  suppress  extreme  points 
of  view. 

Defining  and  selecting  the  "expert"  is  currently 
a  poorly  understood  and  undefined  process. 

-  Material  is  presented  as  the  work  of  experts,  but 
in  many  investigations  it  is  the  casual  opinions 
of  unexperienced  persons  with  no  expertise  in  the 
technical  areas. 

Illustrations  of  the  Method 

With  over  2000  Delphi  studies  having  been  conducted,  there 
are  a  large  number  of  potential  illustrations. 
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Figure  I  was  drawn  from  a  Study  of  Potential  Changes  in 
Employee  Benefits.     For  this  particular  study,  the  participants 
in  the  study  were  provided  with  historical  data,   in  the  form 
of  charts,   and  were  asked  to  forecast  how  the  charts  would 
change  over  time.     They  also  were  asked  to  provide  the 
reasons  for  their  forecast.     Additional  examples  of  a 
Delphi  and  the  results  of  a  Delphi  are  shown  in  the  method- 
ological annex  at  the  rear  of  this  chapter. 


Figure  I  V 


V      Amara,  op.  cit.,  p.  8. 
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Application  of  the  Method  to  Public  Agencies 

There  are  numerous  public  agency  applications  of  the 
Delphi .     The  Offices  of  New  Communities  Administration  and  the 
Assistant  Secretary  for  Policy  Development  and  Research  of 
the  Department  of  Housing  and  Urban  Development,  utilizing 
the  Center  for  Futures  Research  of  the  University  of 
Southern  California,  conducted  a  Delphi  investigation  on 
the  Future  of  New  Communities.       £/     The  purpose  of  this 
study  was  to  identify  realistic  policy  options  for  the  New 
Communities  Program  of  HUD  in  light  of  the  program's  recent 
problems  -  an  economic  recession,   inflation,   short  money  supply, 
difficulties  in  getting  local  approvals,  and  consistent  over- 
runs in  costs.     Specifically,   the  study  aimed  at  answering 
selected  questions  pertaining  to: 

1.  Present  or  future  constraints  upon  the  development 
of  new  communities  in  the  United  States; 

2.  Present  or  future  limitations  on  the  effectiveness 
of  the  HUD  Title  VII  New  Communities  Assistance  Program 

3.  Present  or  future  areas  toward  which  federal  as- 
sistance could  be  appropriately  directed  to  provide 
clear,   large-scale  development  benefits;  and 

4.  Potential  future  impacts  that  should  be  anticipated 
relative  to  the  policy  framework  manifested  in  the 
current  Federal  program  of  loan  guarantees  for  new 
communities. 


6/       Nanus,  Burt  and  others.     The  Future  of  the  Federal  New 
New  Communities  Program.     Los  Angeles,  Calif.,  Center 
for  Futures  Research,  Graduate  School  of  Business  Administra 
tion.   University  of  Southern  California.     October  1975. 
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Delphi  participants  included  individuals  qualified  in  matters 

of  government  policy,  community  development,  and  in  the  A 

general  area  of  housing  and  urban  trends.  ■ 

A  policy  oriented  Delphi     !_/     and  related  planning  conference  8/ 
were  in  part  funded  by  the  National  Institute  for  Drug  Abuse. 
The  objectives  of  the  Delphi  study  were:   1)    determine  or 
develop  a  range  of  possible  alternatives  in  drug  abuse 
policy;   2)    correlate  informed  judgments  on  subjects  which 
relate  a  wide  range  of  disciplines  to  drug  abuse;   3)  develop 
a  body  of  knowledge  with  respect  to  the  current  state-of-the-art 
in  the  field  of  drug  abuse.     Two  other  objectives  which  were 
related  to  the  technique  of  the  study  itslef  were  to  explore 
the  possibilities  of  applying  this  technique  on  an  as-needed 
basis  in  the  field  of  drug  abuse. 

This  Delphi  formed  the  base  for  a  National  Drug  Abuse  Policy 
Meeting  in  June,   1975.     This  meeting  was  conceptualized  || 
as  a  means  of  exploring  the  feasibility  of  using  structured 
group  meetings    (in  this  case  a  version  of  nominal  group 
process  and  Delphi  to  discuss  and  formulate  national  drug 


U      The  Preliminary  results  of  this  study  are  described  by 
Irene  Jillson,   the  Director  of  the  study.  See 
Linstone,   op.   cit.,   p.  124-159. 

8^/       Further  information  on  the  planning  conference  may  be 

obtained  from  Richard  Bucher,  National  Institute  for 
Drug  Abuse,  Washington,  D.C. 
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abuse  policy) . 

The  policy  research  group  of  the  Canadian  Government's 
department  of  Public  Works  utilized  a  Delp^  "v.  involving 
forty-six  respondents  to  forecast  federal  employment  to  the 
year  1985,   in  terms  of  distributions  by  two  regional  areas 
of  Canada  and  by  government  function.     9^/     This  study  was 
intended  to  provide  not  only  a  secondary  confirmation  of 
gross  parameters  forecasted  by  standard  statistical  methods 
but  also  to  project  finer  detail  than  historically  available. 
In  addition,   the  Delphi  was  used  to  capture  the  assumptions 
underlying  such  forecasts.  Certain  key  areas  potentially 
impacted  in  a  major  way  by  government  policy  were  explored 
in  depth.     An  example  was  the  issue  of  decentralization  of 
employment  outside  Ottawa.     For  questions  such  as  this  it 
was  felt  that  the  Delphi  would  provide  more  meaningful 
results  than  techniques  using  statistical  data.     The  report 
contains  quantitative  estimates  and  independently  evaluated 
assumptions  underlying  the  estimates  and  issues. 

In  developing  their  stateside  multimodal  transportation 
plan,   the  California  Department  of  Transportation  sponsored 
a  Delphi  study  by  the  Center  for  Futures  Research  at  the 

9_/      While  this  study  has  been  completed  and  documented, 

the  report  has  not  yet  been  released  to  the  general 
public . 
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University  of  Southern  Calif ornis.     10/     The  participants 
identified  developments  in  seventeen  societal  categories 
that  would  have  a  high  degree  of  expected  relevance  in 
transportation  planning. 

Developments  were  to  include  10  events  which  were  likely  to 
have  a  reasonable  chance  of  occurring  within  the  next  thirty 
years  that  would  have  a  major  impact  on  transportation 
planning  if  they  occurred,  and  2)   trends  which  were  likely 
to  deviate  from  commonly  accepted  values  where  such  deviations 
would  have  an  impact  on  transportation  planning.     The  initial 
inquiry  of  the  panel  resulted  in  identification  of  263 
developments   (93  events  and  170  trends) . 

In  the  second  part  of  the  Delphi  inquiry,   the  panelists 
were  asked  to  make  quantitative  forecasts  about  these  devel- 
opments.    In  the  case  of  events,   they  were  asked  to  estimate 
the  earliest,  most  likely,  and  latest  time   (including  never) 
at  which  the  event  would  occur.     In  the  case  of  trends, 
forecasts  of  trend  values  in  1985,   1995,  and  2005,  were 
requested. 


10/     Gray,  Paul  and  Olaf  Helmer.     Summary  Report,  California 

Futures  Study  --  Analysis  of  Impacts  for  Transportation 
Planning.     Los  Angeles,  Calif.,  Center  for  Futures 
Research,  Graduate  School  of  Business  Administration, 
University  of  Southern  California.     November  30,  1974. 
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CROSS-IMPACT  ANALYSIS  j 

Cross-impact  analysis  tries  to  predict  the  effect  that  some 

specific  event   (or  Policy  action)   can  have  on  the  likelihood 

of  another  event  occurring.     It  focuses  on  the  relationship, 

if  any,   between  any  two  individual  events.      It  poses  the 

question,    "Does  the  occurrence  of  one  event  inhibit,  enhance 

or  have  no  effect  on  the  ocourrence  of  another  event  in 

the  future?"     The  answer  may  be  expressed  in  qualitative 

or  quantitative  terms.     The  events  included  in  a  cross-impact 

analysis  may  be  technological,   social,   economic,  political, 

or  any  combination  of  these.     If  the  occurrence  or  non-occurrence 

of  the  event  is  able  to  be  influenced,   some  form  of  policy 

action  may  be  appropriate.     All  events  are  regarded  as  phenomena 

that  may  occur  only  once  within  a  given  time  period. 

Like  the  Delphi  method,  cross-impact  relies  on  intuitive 

judgment  combined  with  systematic  analysis. 

The  cross-impact  process  generally  involves  at  least  the 
following  steps: 

1.  Defining  the  issue  being  addressed  and  the  time 
period  of  interest. 

2.  Identifying  the  major  events  that  are  relevant 
and  important  to  the  issue  at  hand.     These  may 
be  selected  from  a  Delphi  study,   a  review  of  the 
literature,   or  other  means. 
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3.  Making  estimates  of  the  likelihood  of  each  event 
occurring  during  the  time  period  of  interest. 

4.  Constructing  the  cross-impact  matrix  by  listing 
events  as  row  and  column  headings  of  a  table. 
The  initial  estimates  of  occurrence  are  shown 
in  parentheses  beside  the  events.  Participants 
in  the  analysis  are  then  asked  to  estimate  how 
these  estimates  might  change  if  each  event  in  turn 
were  to  occur.     These  estimates  are  placed  in  the 
cells  of  the  matrix   (table) . 

5.  Analyzing  the  interrelated  set  of  events  to  try  to 
understand  where  the  occurrence  of  one  event  may 
strongly  influence  the  likelihood  of  other  events 
occurring . 

6.  Experimenting  with  alternative  actions  and  policy 
options  to  arrive  at  an  overall  assessment  of 
the  interrelationships  among  events  and  determine 
how  to  best  promote  desired  outcomes. 

Computerized  assistance  appears  to  be  necessary  for  analyzing 
and  experimenting  with  large  cross-impact  matrices.  Computerized 
runs  can  quickly  spot  inconsistent  likelihood  estimates,  reduce 
the  time  and  effort  needed  to  perform  experiments  and  quickly 
highlight  significant  interrelationships. 

The  technique  of  cross-impact  analysis  is  often  used  with 
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other  futures  research  methods.     For  example,  a  technique 
known  as  "probabilistic  system  dynamics"  combines  cross-impact 
with  system  dynamics    (simulation)   modeling  developed  by 
Jay  Forrester  at  M.I.T.     11/     The  technique  not  only  describes 
the  impact  of  a  single  event  on  other  events  but  also  describes 
the  impact  of  events  upon  all  elements  of  a  simulation 
model.    (Simulation  models  are  described  in  a  later  section.) 
The  impact  typically  takes  several  forms.     These  include: 
modifying  the  inherent  structure  of  the  simulation  model;  adding 
or  deleting  terms  from  the  equations.     The  technique  also 
permits  the  model  to  impact  and  change  event  likelihoods. 

Another  illustration  is  called  "KSIM".     12/     This  is  a 
technique  designed  to  simulate  cross-impacts.     It  uses  an 
interactive  computer  program  which  constructs  a  cross-impact 
matrix,  performs  the  subsequent  analysis,  and  permits  policy- 
makers to  add  or  delete  events,  redefine  time  and  other  limits, 
and  modify  cross-impact  estimates. 

Critiques  of  the  Method 

A  number  of  benefits  and  limitations  stem  from  the  use  of 


11/     For  a  more  complete  discussion  see:     John  Stover. 

Probabilistic  System  Dynamics.     Glastonbury,  Conn., 
The  Futures  Group.     March  1975. 

12/  For  a  more  complete  discussion  see:  Julius  Kane.  A  Primer 
for  a  New  Cross-Impact  Language  -  KSIM.  Technological 
Forecasting  and  Social  Change,  v.   4,   1972:  129-142. 
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the  cross-impact  analysis  approach.     Some  of  the  major 
benefits  are: 

1.  The  approach  rationale  is  very  explicit  and 
systematic.     Interactions  among  events  are  clearly 
depicted.     Counter-intuitive  results  are  always 
retraceable  from  the  inputs  and  unintended 
consequences  can  quickly  be  spotted. 

2.  Experimentation  with  the  consequences  of  various 
actions  and  policy  options  are  facilitated  and 
various  trade-offs  can  be  tested.     Results  can 
provide  useful  inputs  for  the  development  of 
scenarios   (future  histories). 

3.  The  likelihood  estimates  made  by  policymakers 
can  easily  be  checked  for  logical  consistency. 
Inconsistent  estimates  can  be  quickly  revised 
and  the  reliability  of  the  technique  is  thereby 
increased . 


Cross-impact  also  has  its  limitations.     Some  of  the  major 
ones  are: 

1.  Estimates  of  event  likelihood  are  subjectively 
determined.  This  makes  them  vulnerable  to  un- 
certainty and  arbitrariness. 

2.  The  approach  focuses  on  the  interactions  between 
only  two  events  at  a  time.     In  reality,  many  events 
are  interrelated  in  an  overlapping  and  integrative 
manner . 
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3.       While  the  consequences  of  event  interactions  are 
clearly  identified,  the  mechanisms  causing  these 
consequences  are  not  logically  and  systematically 
deduced. 

llluBtratione  of  the  Method 

CroBB-impact  analyBia  can  be  applied  to  problems  and  envir- 
c^mentB  on  all  levels  --  local,  regional,  national  and  inter- 
national.    Previously,  it  was  stated  that  Step  4  of  the 
cross-impact  process  involved  making  qualitative  estimates 
with  respect  to  the  results  of  interaction  between  each 
event  and  other  events.     Figure  II  is  an  illustration  of 
a  cross-impact  matrix  which  illustrates  the  correlations 
between  events  in  a  qualitative  manner.     The  issue  being 
addressed    by  this  matrix  is  the  probable  effects  of  lower 
population  and  related  factors  on  the  civil  work  mission  of 
the  U.S.  Army  Corp  of  Engineers  over  the  time  period  to 
1980.     13/     Four  events  have  been  selected  as  the  most 
important  to  the  Corp's  mission.     These  events  are  listed 
as  row  and  column  headings  of  the  matrix.     The  judgments 
with  respect  to  the  qualitative  impact  of  each  event  on 


I 


13/     Mitchell,  A.  and  others.     Handbook  of  Forecasting  Techniques 
Menlo  Park,  Calif.,  Center  for  the  Study  of  Social  Folic 
(Prepared  for  the  Institute  for  Water  Resources,  U.S.  Ar 
Corp  of  Engineers,   Ft.   Belvoir,  Va . ) . 
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every  other  event  are  placed  into  the  matrix.     The  +  sign 
signifies  an  enhancing  impact;   the  -  sign  an  inhibiting  impact 
and  the  symbol  0  no  appreciable  impact.     The  matrix  is 
interpreted  as  follows: 

1.  If  a  lower  population  growth  rate  were  to  occur, 
the  likelihood  of  more  leisure  time  would  be 
enhanced;   the  likelihood  of  greater  urbanization 
inhibited;   and  the  likelihood  of  more  household 
formation  lowered. 

2.  If  more  leisure  time  was  given  to  the  population, 
the  likelihood  of  a  lower  population  growth  rate 
would  be  raised;   the  likelihood  of  greater 
urbanization  lowered;   the  likelihood  of  more 
household  formation  would  not  be  affected. 

3.  If  more  urbanization  were  to  occur,  the  likelihood 
of  a  lower  population  growth  and  more  leisure 
would  not  be  affected;   the  likelihood  of  more 
household  formation  raised. 

4.  If  more  household  formation  were  to  occur,  the 
likelihood  of  a  lower  population  growth  rate  and 
more  leisure  would  not  be  affected;   the  likelihood 
of  more  urbanization  would  be  increased. 

Policymakers,  of  course,  may  take  issue  with  the  afore- 
mentioned relationships.     Different  individuals  may  perceive 
the  relationships  among  the  given  events  differently.  In 
such  cases,  a  dialog  can  be  carried  on  and  the  subjective 
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judgments  aired.     Possibly,   a  consensus  of  likely  impacts  can 
be  obtained.     These  qualitative  impacts  can  also  serve  as 
guideposts  in  making  quantitative  estimates  of  the  likelihood 
of  each  event  occurring. 

The  qualitative  matrix  in  Figure  II  can  be  transformed 
into  a  quantitative  cross-impact  matrix  by  estimating 
the  likelihood  of  each  event  occurring  during  the  time 
period  of  interest   (initial  probabilities)   and  estimating 
the  relationship  among  the  events    (conditional  probabilities) . 
Figure  III  represents  such  a  transformation.     The  first  row 
of  this  matrix  is  read  as  follows:  A  lower  population 
growth  rate  is  estimated  to  have  a  0.80  likelihood  of 
occurring  by  1980;   the  likelihood  of  more  leisure  time 
occurring  is  estimated  to  rise  from  its  initial  likelihood 
of  0.90  to  0.99.     Further,   if  this  event  does  occur,  the 
likelihood  of  greater  urbanization  is  estimated  to  fall  from 
0.90  to  0.65  and  the  likelihood  of  more  household  formation 
is  estimated  to  decrease  from  0.60  to  0.40.     The  same  line  of 
reasoning  is  made  when  interpreting  likelihoods  for  the  re- 
maining three  events. 

Experimentations  with  alternative  policy  options  on  the  issue 
at  hand  can  be  performed.     As  a  hypothetical  example, 
suppose  the  Federal  Government  were  to  pursue  a  policy  of 
subsidizing  new  home  construction  such  as  the  $2,000  tax 
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credit  adopted  by  Congress  in  1975.     We  might  speculate  then 
that  the  likelihood  of  more  household  formation  by  1980  would 
rise  from  0.60  to  1.0    (certainty) .     14/     We  might  also  estimate 
that  the  occurrence  of  this  event  would  decrease  the  likelihood 
of  lower  population  growth  from  0.80  to  0.50;   lower  the  likeli- 
hood of  greater  leisure  time  from  0.90  to  0.80;   raise  the  like- 
lihood of  more  urbanization  from  0.70  to  0.90.     A  similar 
analysis  can  be  made  with  respect  to  all  events  in  the  matrix. 
Thus,  we  can  compare  the  impacts  of  individual  events  and 
then  consider  potential  interactions  between  these  events. 
For  example,   the  U.S.   Army  Corp  of  Engineers  could  arrive  at  an 
overall  assessment  of  future  changes  in  the  Corp  missions  by 
comparing  the  results  from  the  impact  matrix  with  the  effects 
that  a  lower  population  growth  rate  would  have  on  the  Corp 
missions.     Figure  IV  illustrates  one  possible  outcome  of 
such  a  comparison. 

The  conclusion  implied  from  Figure  IV  is  that  a  lower 
population  growth  rate,  when  examined  in  the  light  of 
other  interacting  events,   increases  the  need  for  the  Corp 
missions  with  particular  emphasis  on  beach  erosion  control 
and  water  quality. 


14/     Ibid.,   p.  138. 
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Figure   IV:      IMPACT  ON  CORP  MISSIONS  FROM  OCCURRENCE  OF 
LOWER  POPULATION  GROWTH  RATES 


Applications  of  the  Method  to  Public  Agencies 

The  method  of  cross-impact  analysis  has  been  applied  to  a 
limited  number  of  public  policy  issues.     In  an  application 
similar  to  the  one  just  discussed,   the  U.S.  Army  Corp  of 
Engineers,  Omaha  District,   studied  the  effects  of  exogenous 
(external)   resources  on  the  endogenous    (internal)  resources 
of  the  South  Platte  River  Basin  and  the  impacts  that  could 
arise  from  probable  interactions,     15/     Some  of  the  exogenou; 
factors  considered  were:  need  for  energy  resources,   food  and 
fiber  production,  unemployment  and  state  of  the  economy. 


15/     Uncertainties  Associated  with  Water  and  Related  Land 
Resources  Planning.     Menlo  Park,   Calif.,  Center 
for  the  Study  of  Social  Policy.     April  1975  (Pre- 
pared for  U.S.   Army  Corp  of  Engineers,   Omaha  District.) 
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Some  of  the  endogenous  factors  investigated  were:  environ- 
mental factors,  dispersal  of  employments,  urban  services, 
water  supply  and  demand,   residential  density,   social  satis- 
vaction,    flexibility  of  individual  choice,   and  costs  involved. 
The  planning  horizon  used  was  50  years.     A  group  polling 
technique  was  used  to  obtain  the  direction  of  impact.  Each 
resource  factor  was  weighted  on  an  eleven  point  scale  from 
-5  through  0  to  +5.     Computer  analysis  was  performed  to 
assess  the  relative  importance  of  the  exogenous  influences. 
The  final  results  were  used  to  formulate  scenarios  for 
land  and  water  resources  planning  in  the  South  Platte 
River  Basin. 

In  another  application,  the  State  of  California  Department 
of  Transportation,   Division  of  Transportation  Planning 
has  employed  cross-impact  analysis  to  help  prepare  a 
statewide  multi-model  transportation  plan  for  the  year  2000 
and  beyond.     16/     This  study  listed  developm.ent  (events) 
obtained  from  a  Delphi  study.     Thirty-six  developments  were 
chosen  and  some  that  had  high  over-all  impact  on  transpor- 
tation planning  included:   free  rapid  transit,  air  pollution, 
resource  allocation  plan,  oil  and  gas  rationing,  and  encouragement 


16/     Gray,  Paul  and  Olaf  Helmer.     Summary  Report,  California 
Futures  Study  -  Analysis  of  Impacts  for  Transpor- 
tation Planning.     Los  Angeles,  Calif.,  Center  for 
Futures  Research,  Graduate  School  of  Business  Administra- 
tion, Univ.  of  Southern  California.     November  30,  1974 
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of  the  use  of  mass  transit.     The  study  also  estimated  the 
degree  of  influence  the  California  Transit  System  was 
likely  to  have  on  each  development.     In  addition,  a  contingency 
index  was  calculated.     This  revealed  the  relative  importance 
of  contingencies  over  which  the  California  Transit  System 
has  little  control.     A  number  of  sensitivity  tests  17/ 
using  different  scenario     18/     runs  were  made  with  the  cross- 
impact  matrix.     Concentrating  on  those  developments  which 
had  a  strong  impact  and  could  be  subject  to  some  measure 
of  influence  by  the  California  Transit  System,   the  effectiveness 
of  alternative  policies  was  explored. 


Cross-impact  analysis  and  other  futures  research  techniques 
were  used  in  a  series  of  workshops  conducted  by  the  Institute 
for  the  Future  for  the  Bureau  of  Staff  Development  and  Training 
of  the  Canadian  Public  Service  Commission.     These  workshops, 
each  attended  by  some  twenty  to  twenty-five  high  level 
Canadian  Government  officials,  addressed  the  economic. 


17/     In  sensitivity  studies,   the  effects  of  changes  in  one 
development    (resulting  from  unforeseen  events  or 
from  deliberate  policy  action)   affect  other  develop- 
ments in  the  long  term.     Understanding  the  effects 
that  such  changes  have  makes  it  possible  to 
identify  the  major  contingencies  with  which  plans 
have  to  cope  and  to  compare  the  effectiveness  of 
alternative  policies  and  action  programs. 

18/     A  scenario  is  a  particular  time  sequence  of  event 

occurrences  and  changes  in  trend  values.     A  large 
number  of  scenarios  can  be  generated  with  the 
cross-impact  approach. 
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social,   physical,   and  overall  environment  of  Canada  for  the 
next  ten  years.     19/     As  a  result  of  this  demonstration, 
the  Canadian  government  bought  the  relevant  computer 
programs  in  an  effort  to  apply  the  technique  to  the  formula- 
tion of  policies  for  the  future  in  the  Department  of  Industry, 
Trade  and  Commerce.     In  the  workshops,   the  participants  developed 
and  evaluated  a  cross-impact  matrix.     They  found  some  results 
to  be  counter  intuitive.     The  causal  linkages  which  produced 
the  unexpected  outcomes  were  traced  and  the  subtle   (but  real) 
aspects  of  issues  and  their  associated  time  horizons  were 
significantly  broadened. 


19/     Enzer,   Selwyn,   and  others.     Futures  Research  as  an  Aid 
to  Government  Planning  in  Canada:     Four  Workshop 
Demonstrations.     Middletown,   Conn.     August  1971 
(A  complete  explanation  of  these  workshops  is  given.). 
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SCENARIOS 

Originally  a  theatrical  term,  a  scenario  was  a  manuscript  or  plot  outline  which 
set  forth  a  sequence  of  actions,  as  well  as  a  description  of  characters  and  scenes. 
In  the  1950s  the  word  scenario  was  adopted  by  Herman  Kahn  and  other  policy  analysts 
engaged  in  secret  studies  of  the  war  game  type  at  Rand.    Kahn  introduced  the  word 
to  the  public  in  what  has  become  a  classic  to  futurists.  The  Year  2000,  published 
in  1967.        /    As  defined  by  Kahn,  a  scenario  is  a  hypothetical  sequence  of  events 
constructed  for  the  purpose  of  focusing  attention  on  causal  processes  and  decision 
points.    A  scenario  may  be  defined  more  completely  as  a  consistent,  well  researched 
and  detailed  set  of  circumstances  that  is  sufficiently  plausible  to  allow  the  reader 
to  understand  the  situations,  conditions  and  strategies  that  prevail. 

Scenarios  of  the  future  can  be  found  in  all  forms,  lengths,  topics,  and  for- 
mats.    One  search  of  English- language  business  literature  for  the  past  five  years 
turned  up  thirty-three  articles  discussing  scenarios  of  the  future  concerning  such 
diverse  topics  as  (1)  the  future  of  the  actuarial  profession,   (2)  the  role  of  man- 
agement in  dealing  with  Government  intervention,   (3)  the  seizure  of  Arab  oil  in 
the  event  of  another  oil  embargo,   (4)  the  handling  of  small  bank  assets  and  liabil- 
ities, and  (5)  the  future  problems  of  the  pulp  and  paper  industry.  ^1  / 

If  the  scenarios  are  well  structured,  it  allows  the  analyst  or  policy  maker 
to  probe  consequences  and  to  use  the  important  human  facilities  of  integration  and 
imagination.    There  are  essentially  two  classes  of  scenarios,  comprehensive  (macro) 
and  detailed  (micro).    Comprehensive  scenarios  deal  with  major  changes  in  society 
or  some  other  set  of  macro  systems.    Detailed  or  micro  scenarios  deal  with  highly 


/    Kahn,  Herman  and  Anthony  Wiener.     The  Year  2000,  New  York,  Macmillan  [1967] 
419  p. 

/    Zentner,  Rene  D.    Scenarios  in  Forecasting.    Chemical  and  Engineering  News, 
V.  53,  Oct.  1975:  22-34. 
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complex  human  situations  in  which  there  is  a  great  premium  on  understanding  the  in- 
terpersonal   interactions  or  the  interactions  of  the  human  elements  in  the  system. 
These  two  types  of  scenarios  have  different  degrees  of  precision  and  clarity. 

In  terms  of  Governmental  or  public  planning,  scenarios  may  be  divided  into 
two  categories  —  scenarios  of  the  environment  and  scenarios  of  the  organization.  J 
In  the  first  category,  the  scenario  describes  for  the  planner  or  the  analyst,  the 
future  universe  the  analyst  may  encounter.     The  factors  included  may  be  economic, 
such  as  the  rate  of  inflation  and  the  costs  of  labor,  raw  materials,  or  capital. 
They  may  be  political  and  describe  the  evolution  of  relevant  laws  and  regulations 
or  the  national  ownership  of  certain  raw  materials  and  their  substitutes.  These 
are  macro  level  scenarios.     Scenarios  of  the  organization  deal  with  organizational 
structure,  mission,  components,  etc.     These  are  micro  level  scenarios. 

The  scenario  writer  may  have  three  different  goals:     (1)  to  explore  an  issue; 
(2)  to  teach  something;  or  (3)  to  use  the  scenario  as  an  analytical  tool  in  policy 
analysis.        /    Scenario  writing  is  most  useful  when  .begun  at  the  very  outset  of 
the  policy  analysis  process.     The  first  attempt  at  writing  scenarios  will  "stretch 
the  mind"  of  the  analyst  -  if  it  doesn't  do  anything  else  -  and  force  him  to  look 
at  the  future  in  concrete  terms.     Scenario  writing  calls  attention  to  the  large 
range  of  possibilities  that  must  be  considered  in  the  analysis.     At  the  same  time, 
the  analyst  is  forced  to  make  his  assumptions  more  explicit.     In  short,  the  first 
set  of  scenarios  provides  a  structural  framework  for  the  analysis. 

This  material  was  drawn  from  an  article  to  be  published  in  the  Journal  of 
Technological  Forecasting  and  Social  Change  by  Coates,  Joseph  F.     The  Role 
of  Formal  Models  in  Technology  Assessment  [1975]  61  p. 

£2/    Organization  as  used  here  may  refer  to  the  government  agency,  department,  a 
level  of  government,  or  the  entire  governmental  structure. 

^^1    Coates,  op.  cit. 

^/    Carr,  Barry  A.     Scenario  Writing  [1976]  9  p.     This  is  an  unpublished  paper 
presented  at  a  CRS  training  program  on  Futures  Research  and  Forecasting. 
March  25,  1976. 
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Analysts  traditionally  complain  about  the  lack  of  good  data.    Without  data, 
models  cannot  be  validated  and  our  sophisticated  mathematical  techniques  bog 
down.     However,  many  analyses  have  suffered  far  more  from  a  lack  of  theory  and 
have  ended  up  as  fruitless  exercises  in  number  crunching.    More  than  one  analyst 
has  contracted  for  a  computer  analysis  with  some  firm  or  university,  spent  thou- 
sands of  dollars  and  waited  a  year  for  the  product,  only  to  discover  that  the 
results  don't  address  the  issues  under  study.    Well  formed  scenarios  will  help 
explore  the  issues  and  focus  the  more  rigorous  phase  of  the  analysis.  26/ 

The  marriage  of  the  scenario  to  the  formal  data  analysis  is  like  addiQg 
a  space  dimension  to  the  time  dimension.     Simple  quantitative  techniques,  such 
as  linear  programming,  time  series  projection  and  others,  are  notorious  for 
their  blind  spots .     The  scenario  writer  can  incorporate  many  nonquantitative 
factors  into  the  analysis,  and  thereby  provide  a  more  complete  picture.  27  / 

When  the  quantitative  analysis  is  completed,  the  presentation  of  results 
to  the  public  or  other  users  can  usually  be  done  best  in  a  scenario  format. 
Some  analysts  stop  short  of  completing  this  task.     The  task  at  this  stage  of 
the  analysis  is  to  identify  and  integrate  the  impacts  (good  and  bad)  on  each 
element  of  the  scenarios  such  that  the  user  can  aggregate  the  range  of  possible 
outcomes  into  an  ordered  preference  set.  28/ 

The  principal  concern  in  designing  scenarios,  as  with  all  other  aspects  of 
a  policy  analysis,  should  be  relevance  -  to  the  users  and  to  the  issues.  Each 
aspect  of  the  scenario  should  be  considered  carefully  and  tested  for  relevance: 


26/  Ibid. 
27/  Ibid. 
2  8/  Ibid. 
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-  the  type  and  amount  of  data  presented, 

-  the  type    and  number  of  actors  (participants),  events,  and  choices 
considered, 

-  the  time  frame  of  the  analysis, 

the  level  of  focus  (macro  or  micro) ,  and 

-  how  many  scenarios  to  use. 

With  respect  to  the  size  and  level  of  detail  of  the  scenario,  the  general 
rule  is  to  avoid  needless  complexity  and  the  confusion  which  results.    29 / 

The  time  period  of  the  scenario  should  correspond  closely  to  the  planning 
horizon  of  the  user.  This  might  be  100  years  for  a  forest  products  firm,  50 
years  for  an  electric  utility,  6  years  for  a  Senator,  and  2  years  for  a  Repre- 
sentative. Some  scenario  writers  seem  preoccupied  with  magic  numbers  like  the 
year  2000.  This  time  period  may  not  be  relevant  to  the  case  at  hand.  Regard- 
less of  how  far  ahead  the  scenario  looks,  close  attention  must  be  paid  to  the 
present  and  all  segments  of  the  time  path  from  present  to  future.  -^Q/ 

The  number  of  scenarios  used  in  the  policy  analysis  is  also  important.  With 
computers  there  is  the  capability  of  producing  a  nearly  infinite  number  of  sce- 
narios, each  slightly  different  from  the  other  in  one  variable  or  the  other. 
However,  most  users  have  great  difficulty  in  keeping  track  of  four  or  more  sce- 
narios at  one  time.     Yet  on  the  other  hand,  two  scenarios  would  not  do  a  decent 
job  of  displaying  all  the  alternatives.     Since  the  number  of  scenarios  is  nec- 
essarily limited,  it  is  often  useful  to  use  one  as  a  baseline  scenario  (what 
some  would  call  a  surprise  free  scenario)  and  the  other  two  as  outer ^ boundaries 
(what  some  would  call  pure  cases  of  some  variation  from  the  base) .     This  kind 


29/ 
30/ 


Ibid. 
Ibid. 
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of  spread  will  at  least  demonstrate  how  much,  if  any,  difference  exists  in  the 
futures.     Later  scenarios  can  home  in  on  more  relevant  areas  of  the  spread.  / 

Usually  it  is  unwise  to  label  any  scenario  as  the  "most  likely"  or  "most 
probable".     In  view  of  the  large  number  of  possible  future  outcomes,  each  and 
any  specific  scenario  has  a  low  probability  of  occurrence.     Experience  has  shown 
that  users  are  easily  distracted  by  probability  labels,  such  that  all  but  the 
most  probable  scenario  is  ignored.     For  the  same  reason,  all  scenarios  in  a 
package  of  alternatives  should  be  the  same  length.     The  natural  inclination  of 
a  writer  is  to  include  the  study  assumptions  and  historical  background  in  the 
baseline  scenario.     Since  material  of  this  type  is  common  to  all  scenarios,  it 
should  be  presented  in  a  separate  introductory  section.   / 

The  process  of  obsolescence  begins  from  the  moment  most  scenarios  are  writ- 
ten.    Sometimes  it  is  difficult  to  get  them  published  fast  enough.  Scenarios 
must  be  kept  current  to  be  useful.     Updating  can  sometimes  be  accomplished  by 
replacing  key  data  tables,  graphs  and  charts,  provided  you  had  the  foresight  to 
construct  your  scenario  so  as  to  permit  easy  replacement  of  these  items.  33  / 

The  fundamental  criterion  in  judging  a  scenario  should  be  credibility. 
The  scenarios  must  be  linked  to  the  real  world,  they  must  be  plausible  (be- 
lievable) at  each  step  and  internally  consistent.     Scenarios  based  upon  some 
miraculous  discovery  are  sometimes  entertaining,  but  are  usually  not  considered 
plausible.     Plausibility,  however,  should  not  be  confused  with  predictive  ac- 
curacy.   Most  scenarios  are  intended  to  discuss  what  could  happen,  not  what 
will  happen.     The  scenarios  must  also  walk  the  thin  line  between  intelligibility 


^j^/  Ibid. 
Ibid. 
Ibid. 
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(being  easy  to  understand)  and  utility  (having  sufficient  detail  to  create  an 
image  that  people  can  perceive  as  desirable  or  undesirable).  / 

Critiques  of  the  Method 

Scenarios  have  been  used  extensively  by  some  analysts  and  criticized  by 
others.     Some  of  the  benefits  are  listed  below: 

(1)  Generally  logical  and  plausible. 

(2)  Most  communicable  form  of  futures  research. 

(3)  Sensitizes  people  to  the  dangers  of  a  negative  forecast . 

(4)  Forces  the  analyst  to  deal  with  details  and  dynamics  that  he  might 
otherwise  avoid. 

(5)  Illuminates  the  interaction  of  psychological,  social,  political,  and 
military  factors  . 

(6)  Stimulates  the  reader  or  user  to  conceive  of  other  possibilities  not 
necessarily  included  in  the  scenario,  and  also  to  think  of  contingen- 
cies . 

The  disadvantages  or  problems  with  scenarios  are  enumerated  below: 

(1)  Credibility  of  scenario  is  contingent  upon  forecaster. 

(2)  As  forecasts,  they  command  little  respect  for  accuracy,  completeness, 
or  validity. 

(3)  Extremely  dependent  on  the  capability  of  the  "scenario"  writer. 

(4)  Surprise-free  futures  may  be  surprise-free  to  one  audience  and  shock- 
ing, illogical,  and  totally  unacceptable  to  another  —  reflecting  dif- 
ferences in  values,  assumptions,  and  knowledge. 

(5)  Scenario    may  be  so  divorced  from  reality  as  to  be  useless,  as  well  as 
misleading,  and  therefore  dangerous. 

Illustrations  of  the  Method 

Scenarios  have  been  used  by  almost  every  discipline.  We  have  selected  two 
illustrations.     The  first  is  exerpted  from  an  article  in  Fortune  Magazine  and 


34/  Ibid. 
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depticts  one  possible  future  for  the  single  family  home.  3_5_/  The  second  is 
drawn  from  the  study  done  for  the  California  Department  of  Transportation  by 
the  Center  for  Futures  Research,  University  of  Southern  California.  It  is  a 
summary  of  the  various  sequential  scenarios  and  their  modifications.  ^_^/ 


^/    Breckenfeld,  Gumey.     Is  the  One-Family  House  Becoming  a  Fossil?    Far  From 
it.     Fortune,  v.  93,  April  1976:  165. 

^/    Gray,  Paul  and  Olaf  Kelmer.     Summary  Report,  California  Futures  Study  ~ 
Analysis  of  Impacts  for  Transportation  Planning. 
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The  changing  visage  of  the  future 

Ultimately,  what  is  at  stake  in  the  struggle  with  climb- 
ing costs  is  the  American  standard  of  housing.  To  pre- 
serve it,  or  even  keep  it  from  deteriorating,  government 
at  all  levels  will  have  to  start  reducing  the  economic  and 
political  obstacles  to  building  efficiently  and  inexpensive- 
ly. So  far  there  is  no  indication  that  the  Administration, 
Congress,  the  press,  or  the  public  have  enough  grasp  of 
the  situation  to  take  effective  action.  Under  the  circum- 
stances, it  is  possible  to  envisage  a  future  for  the  one- 
family  house  something  like  this : 

1980  The  acute  shortage  of  land  available  for  new  homes 
gains  belated  recognition  as  a  national  crisis.  Builders 
in  some  areas  sell  quarter-acre  lots  to  one  another  for 
$50,000  to  $60,000  in  order  to  keep  their  operations  going. 
The  fact  that  it  has  become  highly  profitable  to  bribe  local 
officials  for  permission  to  build  is  finally  discovered  by 
outraged  state  legislators,  who  begin  headline-getting 
public  investigations. 

Responding  at  last  to  pressure  from  builders  and 
planners.  Congress  passes  a  law  requiring  local  govern- 
ments to  designate  ''development  areas"  and  provide 
sewer  and  water  facilities  in  order  to  get  revenue-sharing 
grants.  Financially  strapped  cities,  dependent  on  federal 
money  for  their  solvency,  grudgingly  comply. 

Because  of  land  costs  and  the  huge  increase  in  lumber 
prices  during  the  late  Seventies,  the  average  new  house 
has  become  considerably  smaller  despite  its  ?55,000  price 
tag.  In  many  metropolitan  suburbs  an  increasing  share 
of  construction  consists  of  townhouses  built  on  tiny  plots 
in  conformity  with  state  anti-sprawl  regulations.  Fac- 
tory-built homes  have  captured  most  of  the  market  in 
small  towns  and  rural  regions,  where  such  constraints 
as  zoning  and  building  codes  remain  minimal. 

A  crash  program  for  solar  heating  is  put  in  motion. 
The  new  federal  standards  for  energy  use  require  that 
all  residential  windows  be  double  glazed  to  protect  against 
heat  loss.  A  shortage  develops  immediately,  because  so 
many  window-glass  plants  are  running  far  below  their 
capacity  for  lack  of  fuel  and  power. 

1990  The  migration  to  small  towns  and  the  countryside 
continues,  emptying  the  financially  strained  central  cities 
of  the  Northeast  of  most  white  residents.  Construction 
of  one-family  homes  sets  a  new  national  mark  by  account- 
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ing  for  91  percent  of  total  starts,  eclipsing  the  old  record 
of  90  percent  set  in  1955.  Though  the  average  price  of  a 
new  house  has  climbed  to  $80,000,  houses  look  much  the 
same  on  the  surface  as  they  did  fifteen  years  earlier. 
More  precise  engineering  has  enabled  builders  to  reduce 
the  amount  of  lumber  and  plywood  in  an  average  frame 
house  by  nearly  50  percent.  An  innovation  dating  from 
the  Fifties,  preassembled  "plumbing  trees"  that  sub- 
stitute factory  labor  for  more  costly  on-site  labor,  has 
finally  become  commonplace. 

2000  The  twenty-year  burst  of  demand  for  housing  re- 
cedes as  the  low  birthrate  of  the  past  quarter-century 
yields  a  much  diminished  cohort  of  young  adults  in  the 
population.  Over  the  past  decade,  the  number  of  persons 
in  the  key  home-buying  age  group,  twenty-five  to  thirty- 
four  years,  has  declined  by  16  percent.  Housebuilding  dips 
to  the  lowest  level  in  decades.  The  cheap  little  subsidized 
houses  built  in  the  great  moderate-income  housing  pro- 
grams of  the  1970's  and  1980's  become  unsalable  except 
at  a  great  loss. 

At  the  Department  of  Housing  and  Urban  Conserva- 
tion, as  it  is  now  called,  this  crisis  is  perceived  with  real 
alarm.  Most  of  its  employees — their  number  will  cer- 
tainly have  doubled,  at  the  very  least,  from  the  present 
15,000 — fear  for  their  jobs.  So  the  department,  respond- 
ing with  unaccustomed  vigor,  undertakes  a  huge  new 
program  to  subsidize  housing  demolition. 
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Applications  of  the  Scenario  Method 

The  applications  for  this  methodology  have  been  drawn  from  studies  conducted 
for  the  Departments  of  Housing  and  Urban  Development,  Commerce,  Agriculture,  the 
Environmental  Protection  Agency,  and  the  California  Department  of  Transportation. 

Scenarios  were  used  in  a  study  for  Housing  and  Urban  Development,  by  Fore- 
casting International,  to  assess  the  potential  impacts  of  telecommunications 
technology  on  the  central  cities  of  the  United  States.  37_/    The  major  elements 
of  this  study  were: 

-  A  survey  of  the  state-of-the-art  of  the  various  telecommunications  tech- 
nologies (TCTs),  and  a  forecast  of  how  they  will  develop  over  the  next 
12  years 

-  A  description  of  the  methodology  and  assumptions  used  to  make  the  impact 
assessment 

-  A  projection  of  present  trends  to  determine  what  cities  would  be  like  in 
the  absence  of  any  new  developments  in  TCT 

-  A  forecast  of  the  future  of  cities  assuming  the  previously  forecasted  de- 
velopments in  TCT 

-  A  set  of  scenarios,  or  alternative  ways  in  which  the  cities  (and  the 
country  in  general)  might  respond  to  the  problems  created  by  TCT 

-  A  similar  set  of  scenarios  presenting  alternative  responses  for  the  U.S. 
Department  of  Housing  and  Urban  Development,  in  its  TCT  research  program 

-  A  set  of  conclusions  and  policy  recommendations  highlighting  the  salient 
points  of  the  study 

The  plausibility  of  a  restricted  energy  scenario  was  developed  by  the  Stan- 
ford Research  Institute  for  the  U.S.  Department  of  Commerce.    3    This  scenario 
explores  a  low  energy  growth  use  contingency  with  an  emphasis  on  how  to  achieve 
and  maintain  economic  stability  in  view  of  the  present  trends  in  our  high  en- 
ergy-use growth  society.    Primary  attention  in  the  report  is  directed  to  the 


Nisenoff,  Norman.  Negative  Consequences  of  Technology.  Arlington,  Va., 
"~     Forecasting  International,  Ltd.   [1972]  32  p.     (Unpublished  paper) 

Armstrong,  Joe  E.  and  Willis  W.  Harman.    Plausibility  of  a  Restricted  En- 
~      ergy  Use  Scenario.    Menlo  Park,  Calif.,  Center  for  the  Study  of  Social 
Policy,  Stanford  Research  Institute.     28  p.  plus  appendices. 


430 


period  1985-1990.  The  objectives  of  the  study  of  such  a  scenario  were:  (1)  to 
establish  the  plausibility  that  for  a  variety  of  reasons  the  United  States  may 
choose  or  find  itself  forced  to  accept  at  some  point  in  the  future  a  low  or  no 
growth  situation  in  energy  usage;  (2)  to  explore  the  reliability  of  using  past 
trends  and  relationships  for  the  economic,  social,  and  technical  projections 
up  to  and  beyond  1990;  and  to  assess  the  feasibility  of  key  characteristics  of 
a  comprehensive  energy  conservation  plan. 

In  a  different  study,  the  Stanford  Research  Institute  explored  a  range  of 
alternatives  covering  the  next  twenty-five  years  for  the  Environmental  Protec- 
tion Agency.  The  objective  of  the  study  was  to  provide  EPA  with  a  set  of 
alternative  futures  forecasts  for  use  in  the  planning  of  pesticide  policy.  Ten 
alternative  future  scenarios  are  the  heart  of  the  report.     They  provide,  with 
individual  variations,  three  general  themes  for  the  next  twenty-five  years. 

The  first  theme,  industrial  success,  centers  on  the  continual  success  of 
the  industrial  age  paradigm.     The  results,  although  somewhat  imperfect,  are 
achieved  through  the  medium  of  the  political,  economic,  and  social  forms  now 
existing  in  the  developed  countries.     This  is  the  optimistic  scenario. 

The  theme  of  the  second  scenario  is  pessimism.     It  conveys  industrial 
failure  and  the  relative  failure  of  the  above  institutions.    While  the  major 
institutions  and  the  industrial  age  values  they  incorporate  remain  dominant, 
nations  of  the  world  become  poorer,  less  equitable  societies  that  provide  less 
individual  liberty  and  opportunity  for  self-fulfillment,  and  that  exist  in  a 
less  stable  and  decreasingly  viable  relationship  with  the  natural  environment. 

The  third  theme  is  one  of  industrial  transformation  where  the  emphasis 
is  not  on  economic  growth,  but  on  the  growth  of  the  individual.     To  some  extent 


/    Elgin,  Duane  S.,  David  C.  MacMichael,  and  Peter  Schwartz.     Alternative  Fu- 
tures for  Environmental  Policy  Planning:     1975-2000.    Menlo  Park,  Calif., 
Center  for  the  Study  of  Social  Policy,  Stanford  Research  Institute  [1975] 
286  p. 
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Lt  is  built  around  the  concept  of  thinking  small.     It  emphasizes  Emerson's  ideal 
3f  "plain  living  and  high  thinking". 

The  cross-impact  model  used  by  the  Center  for  Futures  Research  at  the  Uni- 
versity of  Southern  California  for  the  California  Department  of  Transportation 
(CALTRANS)   (described  earlier  on  page      )  was  used  to  develop  scenarios.  40_/ 
The  scenarios  were  developed  around  the  three  most  important  contingencies  (eco- 
nomic depression,  air  pollution,  and  oil  and  gas  rationing)  over  which  CALTRANS 
has  little  control. 

Additional  scenarios  starting  with  the  present  and  working  to  the  future 
were  also  prepared.     A  general  -scenario  was  prepared  describing  the  alternatives 
for  the  first  decade.     One  of  these  alternatives  was  selected  as  the  starting 
point  for  the  next  decade  and  so    on.    Radical  departures  such  as  scenarios  in 
which  technological  breakthroughs  occur  were  written  separately.     The  scenarios 
written  were  actually  a  set  of  building  blocks  which  could  be  integrated  in 
various  ways  to  obtain  many  alternative  futures. 

In  1975,  the  Office  of  Planning  and  Evaluation  of  the  USDA  published  a 
policy  study  titled,  "Alternative  Futures  for  U.S.  Agriculture."  4W  This 
study  looked  at  three  different  agricultural  systems  being  supported  by  vari- 
ous advocates: 

-  A  maximum  efficiency,  free  enterprise  industry  characterized  by  fewer 
and  larger  farms,  as  supported  by  Secretary  Butz. 

-  A  supply  control  future  characterized  by  Government  programs  to  stabi- 
lize production  and  prices,  as  supported  by  the  Congress. 

-  A  small  farm  agriculture  which  would  permit  the  maximum  number  of  farms, 
as  supported  by  many  agrarian  fundamentalists. 

The  scenarios  began  in  1972  -  the  latest  year  for  which  data  was  available  when 

the  study  began  in  1973  -  and  ended  in  the  year  2010  -  the  year  in  which  many 

Gray,  Paul    and  Olaf  Kelmer.     Summary  Report,  California  Futures  Study  ~ 
Analysis  of  Impacts  for  Transportation  Planning. 

41/    U.S.  Congress.     Senate.    Committee  on  Agriculture  and  Forestry.  Alternative 
Futures  for  U.S.  Agriculture,  Part  I.     Washington,  U.S.  Govt.  Print.  Off., 
1975.     (94th  Congress,  1st  session).     52  p. 
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of  the  policy  changes  being  considered  would  have  played  themselves  out  into 
some  sort  of  equilibrium.     Each  scenario  contained  a  description  of  the  policy 
instruments  (programs)  required  to  achieve  the  desired  future.     The  impacts, 
costs  and  consequences  upon  farmers,  farm  laborers,  rural  towns,  domestic  con- 
sumers, foreign  consumers.  Government  expenditures,  natural  resources  and  en- 
vironmental quality  were  discussed. 
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TREND  EXTRAPOLATION 


A  trend  line  can  be  regarded  as  history.     If  we  project  a  trend  line  into 
the  future,  the  projection  process  is  called  "trend  extrapolation".  Characteris- 
tic of  this  approach,  is  the  listing  of  the  values  of  some  factor  of  interest 
(called  a  variable)  against  specific  intervals  of  time  —  in  the  past  and  in 
the  future.     For  example,  the  funds  provided  for  aid  to  dependent  children  (in 
dollars)  can  be  plotted  monthly  over  a  period  of  years.     The  time  intervals 
utilized  may  vary  from  days  to  decades  depending  on  the  needs  of  the  analyst  and 
the  policy  maker.     The  values  of  the  variable  may  increase  or  decrease  with  time. 
These  changes  constitute  the  trend. 

The  future  or  extrapolated  values  are  the  forecasted  trend.     The  forecasted 
trend  should  extend  into  the  future  no  more  than  the  same  number  of  time  intervals 
for  which  there  is  past  data.     Thus,  if  the  data  base  contained  data  for  the  past 
fifteen  years,  extrapolating  a  trend  line  thirty  years  into  the  future  probably 
would  be  highly  questionable.     The  end  product  of  a  trend  extrapolation  can  take 
the  form  of  graphs,  bar  charts  and  tables  (which  can  easily  be  converted  into  the 
other  forms,  narratives,  scenarios,  etc.) 

While  many  techniques  are  and  have  been  used  to  extrapolate  trends,  two 
fundamental  groupings  can  be  distinguished: 

1.  Judgmental,  intuitive,  visual  techniques.     These  techniques  involve 
extending  a  trend  by  individual  estimates  or  obtaining  a  group  con- 
sensus.    Because  they  rely  on  nothing  more  than  visual  inspection, 
they  may  be  subjective. 

2.  Sophisticated  mathematical  techniques.     Because  of  the  possible  sub- 
jectivity of  the  above  techniques,  many  individuals  prefer  to  use  more 
sophisticated  mathematical  techniques.     The  determination  or  selection 
of  a  mathematical  equation  to  fit  a  trend  (called  curve-fitting)  re- 
quires a  knowledge  of  statistics.     There  are  a  number  of  standard 
curves  (equations)  that  may  be  fitted  to  a  trend: 


a.     If  the  factor  of  interest  increases  or  decreases  in  the  same  pro- 
portion during  each  time  interval,  we  obtain  a  straight  line  trend. 
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b.  If  the  factor  of  interest  increases  in  geometric  fashion  (1,2,4, 
8,...)  during  each  time  interval  we  obtain  an  exponential  trend. 

c.  If  the  factor  of  interest  initially  increases  slowly,  then  more 
rapidly  with  eventual  flattening  out,  we  obtain  a  "s-shaped''  trend. 

Typically,  experimentation  is  made  with  a  number  of  possible  curves  when 
extrapolating  a  trend  —  especially  when  historical  data  is  incomplete  or  sporadic. 
It  may  be  necessary  to  interpolate  between  two  values  to  obtain  a  needed  value. 
This  occurs  when  the  values  are  available  only  for  irregular  time  periods.  Trends 
formulated  with  interpolated  values  have  a  greater  range  of  uncertainty. 

The  computer  has  encouraged  the  use  of  diverse  and  sophisticated  trend-fitting 
methods.     In  turn,  this  has  enabled  planners  and  forecasters  to  project  trends  for 
many  different  variables  at  relatively  low  cost. 

It  is  not  uncommon  to  find  two  or  more  trends  being  placed  on  a  chart  for  com- 
parison purposes.     For  example,  in  a  study  conducted  by  the  Institute  for  the  Future, 
forecasts  were  made  about  the  likelihood  of  Government  sponsored  social  welfare  pro- 
grams.  ^^1    Curves  on  the  past  performance  in  rate  of  adoption  of  such  programs  by 
twenty-four  countries  throughout  the  world  were  prepared.     The  following  generali- 
zations were  made  from  the  curves: 

1.  The  rate  of  spread  of  social  welfare  programs  among  the  countries  studied 
has  not  varied  much  over  the  last  100  years. 

2.  The  United  States  has  never  been  an  innovator  in  such  programs. 

3.  Certain  programs  are  now  in  existence  in  other  countries  in  the  group 
which  the  United  States  might  expect  to  have  within  the  next  10  to  20 
years . 


/    Gordon,  Theodore  J.     The  Current  Methods  of  Futures  Research.     In  The  Futurists. 
Toffler,  Alvin,  ed.    New  York,  Random  House  1972,  p.  168.  (Gordon's 
comments  are  based  on  "A  Study  of  Potential  Changes  in  Employee  Benefits", 
Reports  Rl,  R2,  R3.     Institute  for  the  Future,  April  1969). 
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Critiques  of  the  Method 

There  are  a  number  of  positive  aspects  to  forecasting  the  future  with  trend 
extrapolations .     The  major  ones  appear  to  be: 

1.  The  progressive  history  of  any  selected  variable  is  clearly  displayed  for 
subsequent  subjective  interpretation.     Planners  and  policymakers  can  see 
and  probably  accept  the  general  shape,  direction,  and  slope  of  a  trend 
without  needing  to  understanding  its  underlying  assumptions. 

2.  The  approach  appears  to  have  wide  applicability  to  the  significant  vari- 
ables in  the  physical,  biological,  behavioral  and  social  sciences. 

3.  A  reasonably  accurate  trend  can  be  formulated  in  relatively  short  time 
because  visual  judgment  can  be  applied  in  many  cases  and  computer  pro- 
grams for  the  standard  curves  are  available. 

Some  of  the  limitations  mentioned  in  connection  with  trend  extrapolation  in- 
clude : 

1.  The  approach  implicitly  assumes  that  the  factors  that  shaped  the  past 
will  continue  to  hold  true  in  the  future. 

2.  An  adequate  data  base  having  values  for  the  required  time  intervals  must 
be  maintained  in  order  to  establish  reliable  trends.     This  can  be  time 
consuming  and  expensive  and  in  many  cases  it  simply  does  not  exist. 

3.  Discontinuities  are  not  explicitly  handled  in  trend  extrapolation,  yet 
discontinuous  events  such  as  fads,  assassination  attempts,  ghetto,  college 
and  other  kinds  of  riots,  etc.   can  influence  trends. 

4.  Data  for  different  time  intervals  may  not  be  parallel  or  compatible  even 
though  they  may  be  presented  as  such.  Definitions  and  standards  of  data 
acquisition  and  recording  vary  greatly  from  time  to  time. 

Illustration  of  the  Method 

Trend  extrapolations  can  be  presented  as  either  graphs  or  tables.  Further, 
graphs  can  take  the  form  of  line  (or  curve)  charts  and  bar  charts.     The  graph 
in  Figure  IV  shows  the  trend  of  population  growth  in  the  United  States  from  the 
beginning  of  the  19th  century  to  almost  the  middle  of  the  21st  century. 4^/ 
It  reveals  a  constantly  increasing  (exponential)  amount  of  growth.     This  graph 


I 


4  3/     Lapp,  Ralph  E.     The  Logarithmic  Century.     Englewood  Cliffs,  N.J.,  Prentice 
Hall,  Inc.     1973,  p.  5. 
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Figure  IV 


POPULATION  GROWTH  Of  Tllll  UNITED  ST/TES 
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Figure  V 

POPULATION  GROWTH  OF  THE  UNITED  STATES 
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is  useful  for  showing  the  amount  of  change  per  unit  of  time.     Graphs  can  also  be 
prepared  on  specially  drawn  graph  paper  called  semi-logarithmic  graph  paper.  The 
graph  comprising  Figure  V  shows  the  same  data  as  Figure  IV  plotted  on  semi-logarithmic 
graph  paper.  Here  the  vertical  axis  of  the  graph  is  given  as  a  logarithmic  scale 

rather  than  an  equal  arithmetic  scale.  ^ ^  /  Trends  plotted  on  semi-logarithmic  paper 
are  very  useful  for  determining  the  rate  (rather  than  the  amount)  of  change  per  unit 
of  time. 

Figure  VI  is  an  illustration  of  a  trend  in  tabular  format.     It  shows  historical 
values  (1950  to  1974)  and  projected  values  (1975  to  2000)  for  the  U.S.  population 
broken  down  by  age  groupings.  The  values  are  from  the  series  I  projections  of 

the  Census  Bureau.  ^/    Figure  VII  uses  a  bar  chart  to  display  a  trend  and  show  part 
of  the  data  contained  in  Figure  VI.     Specifically  it  reveals  historical  values  up  to 
1975  and  projected  values  up  to  the  year  2000  for  all  three  series  of  population 
projections  for  the  under  five  years  of  age  group.      /    A  bar  chart  is  frequently 
useful  to  show  multiple  possible  projections. 


i^/  Ibid.  p.  7. 


 /    A  logarithmic    scale  is  simply  a  ratio  scale,  as  will  be  seen  by  noting  that 

the  left-hand  scale  in  Figure  2  displays  the  same  vertical  distance 
from  1  to  2  as  from  2  to  A  and  from  4  to  8,  etc. 

U.S.  Department  of  Commerce,  Bureau  of  the  Census.     Population  Estimates  and 
Projections  of  the  Population  of  the  United  States  1975-2050.  Series 
P-25,  No.  601.    Washington,  D.C.    U.S.  Government  Printing  Office. 
October  1975.     p.  12. 

4  7 

 /    Series  I  projection  is  one  of  the  three  main  projections  series  with  each 

series  assuming  different  levels  of  future  fertility,  mortality  and 
net  immigration. 

/    U.S.  Department  of  Commerce,  Bureau  of  the  Census,  op.  eit.,  p.  12. 
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(Numbers  given  are  in  millions) 
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Figure  VI:  ESTIMATES  AND  PROJECTIONS  OF  THE  POPULATION  BY  AGE:  1950-2000 
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Applications  of  the  Method  to  Public  Agencies 

Practically  all  of  the  executive  agencies  of  the  U.S.  Federal  Government  publish 
trends  —  most  often  in  tabular  form.     These  trends  serve  many  types  of  interested 
outside  parties  (e.g.  state  and  local  governments  and  private  businesses)  and 
internal  planners  and  policy  makers  are  provided  with  rationally  derived  data  for 
formulating  policy  decisions,  legislative  proposals,  and  program  options. 

The  Social  and  Economic  Statistics  Administration  of  the  U.S.  Department  of 
Commerce    has  developed  tabular  projections  of  personal  income,  employment  and  popu- 
lation for  1980  and  1990  for  426  geographic  areas  which  cover  the  nation  and  for 
another  226  areas  which  represent  different  groupings  of  the  426.      /  Historical 
data  for  selected  years  back  to  1950  are  also  included.     These  projections  are  keyed 
to  the  U.S.  Census  Bureau's  series  E  national  projections.        /    These  projections 
are  considered  to  have  three  major  types  of  uses:  / 

1.  ■  The  projections  serve  to  facilitate  the  assessment  of  future  public  and 

private  demands  for  various  types  of  goods  and  services.     These  include, 
for  example,  demands  for  consumer  goods  and  services,  for  the  physical 
capital  related  to  the  energy  resources  development  and  pollution  abate- 
ment, as  well  as  need  for  teachers,  policemen,  doctors,  and  workers  in 
other  private  and  public  capacities. 

2.  The  projections  provide  a  preview  of  the  probable  future  of  an  area's 
economy  through  which  current  or  emerging  problems  such  as  inadequate 
per  capita  incomes,  the  loss  of  a  basic  industry,  or  the  deterioration 
of  the  environment  can  be  foreseen  and  corrective  policies  adopted. 


^9/    U.S.  Department  of  Commerce;  Social  and  Economic  Statistics  Administration; 

Bureau  of  Economic  Analysis.    Area  Economic  Projections  1990:  States  and 
Regions,  BEA  Economic  Areas,  SMSA's,  Non-SMSA  Portions  of  BEA  Economic 
Areas.    Washington,  D.C.  U.S.  Government  Printing  Office. 

^9/    The  letter  projection  of  the  Census  Bureau  has  been  superseded  by  three  num- 
bered projections  series. 

U.S.  Department  of  Commerce,  Social  and  Economic  Statistics  Administration, 
Op.  Cit.,  p.  1. 


70-315  O  -  76  -  29 
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3.     The  projections  form  a  baseline  framework  useful  for  program  evaluation 
purposes.     If  a  remedical  or  development  program  is  considered  for 
an  area,  the  projected  economic  activity  in  that  area  can  be  modified  to 
reflect  the  expected  effects  of  the  program.     Comparisons  of  the  modified 
projections  with  the  baseline  projections  provides  a  quantitative  measure 
of  the  effects  of  the  program,  positive  or  negative,  in  each  affected  re- 
gion. 

The  National  Space  and  Aeronautics  Administration  developed  a  large  number 
of  graphical  trends  for  their  "Outlook  for  Space"  study  which  examined  the  future 
of  civilian  space  activities  during  the  period  1980  to  the  year  2000. /  The 
study  developed  trends  for  three  types  of  technological  capabilities:     the  manage- 
ment of  information,  energy,  and  matter,  with  respect  to  four  functional  processess 
acquiring,  processing,  transferring  and  storing. 

The  purposes  of  the  study  were  stated  as  follows:  ^/ 

1.  To  relate  the  goals  and  objectives  of  possible  civilian  space  activities 
in  the  period  1980  to  the  year  2000  to  national  goals  and  objectives. 

2.  To  develop  an  unconstrained  listing  of  desirable  and  practical  U.S.  civil- 
ian space  activities  for  the  period  1980  to  the  year  2000  and  beyond. 

3.  To  identify  a  grouping  of  activities  that  is  consistent  with  specific  sets 
of  goals,  objectives  and  themes. 

4.  To  define  research  and  development  tasks  required  to  meet  potential  com- 
mercial and  operational  uses  of  space  in  the  future. 

5.  To  identify  social  and  economic  challenges  facing  the  Nation  during  the 
remainder  of  this  century. 

The  U.S.  Department  of  Health,  Education  and  Welfare  has  formulated  trend 
projections  and  profiles  of  current  and  past  supply  of  health  manpower  and  pro- 
jections of  manpower  supply  to  1990.  The  health  occupations  covered  included 


_/  National  Aeronautics  and  Space  Administration.  Outlook  for  Space:  A  Forecast 
of  Space  Technology  1980-2000.  Reference  Volume,  Final  Draft.  Washington, 
D.C.     July  15,  1975. 

^/    Ibid.,  p.  1-1. 

I    U.S.  Department  of  Health,  Education  and  Welfare.     Public  Health  Service, 

Health  Resources  Administration,  Bureau  of  Health  Resources  Development. 
The  Supply  of  Health  Manpower.  Health  Manpower  References.  DHEW  publi- 
cation No.  (HRA)  75-38.  Wash.,  D.C.  Govt.  Print.  Off.  December  1974. 
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physicians,  dentists i  optometrists,  pharmacists,  podiatrists,  veterinarians, 
registered  nurses,  and  allied  occupations. 


Major  Literature  Describing  the  Method 

1.  Hencley,  Stephen  P.  and  James  R.  Yates.    Futurism  in  education:  methodo- 
logies.   Berkeley,  Calif.,  McCutchon  Publishing  Corp.    1974.    p.  251-282. 
282. 

2.  Lanford,  H.W.    Technological  forecasting  methodologies:    synthesis.  New 
York,  American  Management  Association,  Inc.     1972.    p.  32-58. 

3.  McHale,  John.    World  facts  and  trends.    Second  edition.    New  York,  Collier 
Books.    1972.    96  p. 

4.  Mlchell,  A.,  and  others.     Handbook  of  forecasting  techniques.  Prepared 
for  Institute  for  Water  Resources,  U.S.  Army  Corp  of  Engineers, 
Fort  Belvoir,  Va.    Prepared  by  Center  for  the  Study  of  Social 
Policy,  Stanford  Research  Institute,  Menlo  Park,  Calif.  Policy 
Research  Report  10.     SRI  Project  URU-3738.    December  1975. 
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TREND  IMPACT  ANALYSIS 
Summary  Description  of  the  Method 

As  noted  in  the  previous  section,  a  trend  is  any  informa- 
tion which  shows  historic  developments  over  time.    Trends  can  be 
presented  in  tables,  charts  or  graphs,  and  provide  a  useful 
method  of  historical  analysis.     If  an  historic  trend  line  can 
be  drawn  into  the  future  or  extrapolated,  the  trend  can  be  used 
as  a  forecast  and  may  aid  in  the  analysis  of  the  future. 

To  extrapolate  a  trend,  it  is  necessary  to  assume  that 
the  social,  economic  and  other  forces  which  controlled  the 
historic  development  of  the  trend  will  continue  to  control  it  in 
the  future.     This  assumption  is  certain  to  be  wrong  eventually  — 
things  change.     Two  recent  examples  of  instances  where  trend  ana- 
lysis would  have  been  misleading  are  1)  the  U.S.  fertility  rate, 
and  2)  the  price  of  imported  oil,  shown  in  Figure  VIII.     In  each 
case,  unexpected  things  happened  to  change  the  historic  path  of 
these  trends. 

Trend  impact  analysis     (TIA)  was  developed  to  include  in 
the  analysis  of  trends  the  effect  of  possible  unexpected  events 
that  may  change  the  historic  path  of  a  trend.    After  the  selection 
of  a  trend,  trend  impact  analysis  can  be  initiated  by  the  following 
steps : 

1.  Identifying  possible  events  which  might  cause  some 
change  in  the  path  of  the  trend. 

2.  Estimating  the  chances  that  each  event  will  happen. 

3.  Estimating  the  impact  of  each  event  on  the  trend. 
The  impacts  of  each  event  must  be  described  in 
detail,  including  the  amount,  timing  and  shape  of 
the  impact.     (See  sample  impact  shapes.  Fig.  IX) 
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Figure  VIII      Examples  of  Limits  Trend  Extrapolation 
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Figure  IX 
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4.  Calculating  the  total  impact  of  all  events  by  letting 
each  event  "happen"  each  year  according  to  its 
chances  of  happening. 

5.  Changing  the  extrapolated  trend  in  each  year  by  the 
total  impacts  calculated  above  to  determine  the  new 
direction  of  the  trend.  55/ 

TIA  has  several  ether  useful  applications  in  addition  to  producing 
an  event-impacted  trend.     Individual  events  can  be  made  to  "happen", 
showing  the  sensitivity  of  the  trend  to  the  event.     This  can  aid 
policy  analysis  by  identifying  the  most  and  least  important  events. 
It  also  focuses  attention  on  those  events  where  policy  options 
would  be  most  effective.     These  policy  options  can  be  tested 
by  allowing  the  policies  to  change  the  effect  of  events.  For 
example,  policies  might  affect  events  before  they  happen,  by 
changing  their  chances  of  happening  or  after  they  happen,  or 
changing  their  impacts.     Comparing  TIA  results  with  and  without 
policies,  the  effectiveness  of  the  policies  can  be  evaluated. 
Critiques  of  the  Method 

Trend  i.^pact  analysis  provides  a  framework  for  analysis 
that  is  useful  both  as  a  process  and  a  product  —  a  process  that 
elucidates  judgments,  opinions,  and  expectations  about  the 
future  of  events,  trends,  and  policies  and  their  inter-relationships, 
while  producing    an  event-impacted  projection  and  measures  of  its 
uncertainty.     This  framework  and  its  results  rest  on  judgmental 
estimates,  and  as  such  are  limited  to  the  accuracy  of  these 
estimates.     In  providing  a  detailed  series  of  steps  quantifying 
judgmental  estimates  and  opinions,  TIA  highlights  implicit 


55/  These  steps  are  presented  in  more  detail  in  the  Methodological 
Annex  at  the  end  of  this  chapter. 
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assumptions  about  the  future  while  serving  to  articulate  the 
forecasting  process  and  discussions  of  the  future.    TIA  also  can 
be  used  to  aid  in  the  formation  and  evaluation  of  policies. 
Other  major  attributes  include: 

1.  A  systematic  method  of  including  in  trend  analysis 
outside  events  which  might  change  the  historic 
path  of  a  trend. 

2.  A  means  to  identify  the  most  important  events  and 
their  consequences. 

3.  A  method  of  assessing  the  sensitivity  of  a  trend  to 
outside  events. 

4.  A  framework  for  policy  analysis. 
Major  limitations  of  trend  impact  analysis  include: 

1.  Its  reliance  on  other  methods  such  as  literature 
searches,  brain-storming,  and  Delphi  to  identify 
key  events  and  to  determine  their  interactions. 
(TIA  assumes  that  there  are  no  other  interactions 
among  the  events,  their  impacts  and  the  trend.) 

2.  Its  heavy  reliance  on  judgmental  estimates  and  opinions, 

3.  Its  inability  to  consider  the  relationship  between 
the  impact  of  an  event  and  the  time  of  its  occurrence, 
(i.e.,  the  impact  of  an  event  in  1985  may  be  different 
than  its  impact  today.) 

4.  Its  complexity  and  cumber someness  in  all  but  the  most 
limited  applications.     The  detailed  description  of  the 
impact  and  timing  each  event  requires  at  least  six 
separate  estimates.     A  typical  TIA  includes,  at  a 
minimum,  six  events,  and  thus,  thirty-six  estimates. 
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Illustrations  of  the  Method 

Trend  Impact  analysis  can  be  applied  to  all  kinds  of  trends 
ranging  from  social  trends ,  with  events  and  their  impacts  very 
much  a  matter  of  opinion,  to  technical  trends  with  most  event 
impacts  calculated.     In  the  two  illustrations  that  follow,  a 
measure  of  this  range  is  demonstrated. 

1.  The  events  shown  in  Figure  X  were  selected  and  analyzed 
as  part  of  a  study  of  the  future  of  the  pharmaceuticals 
industry.     56/    The  trend  impacted  by  the  events  was  the 
average  cost  of  a  prescription  (in  constant  dollars) . 

An  extrapolation  was  developed  using  a  mathematical 
curve-fitting  program.    This  extrapolation  and  the  event-impacted 
projection,  with  its  associated  percentile  ranges  are  shown  in 
Figure  XI.     While  the  trend  extrapolation  shows  continued  growth 
in  the  price  of  the  average  cost  of  a  prescription,  the  TIA  pro- 
jection shows  the  cost  stabilizing  in  ten  years  and  declining 
thereafter. 

2.  In  a  less  quantitative  application,  TIA  was  coupled 
with  scenarios  to  produce  alternative  forecasts  for  the 
future  of  business  productivity.     Four  different  scenarios 
were  constructed  around  the  following  themes: 

A.  Limited  Growth 

B.  Expansive  Growth 

C.  Individual  Affluence 

D.  Muddling  Through 

E.  Medium  Growth 


56/    Prepared  by  The  Futures  Group,  Glastonbury,  Conn.,  as  part  of  PROSPECTS, 
a  data  service  developed  with  R.A.  Gosselin  and  Co.,  IMS  America. 
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The  same  events  were  evaluated  for  each  of  the  scenario 
themes  to  obtain  five  different  Input  estimates.     The  five  TIA 
trends  for  each  scenario  are  shown  in  Figure  XII. 

These  event-impacted  projections  show  that  the  muddling 
through  scenario  produces  about  the  same  result  as  a  scenario  of 
limited  growth.     Similarly,  the  expansive  growth  and  individual 
affluence  scenarios  produce  about  the  same  result.     This  suggests 
that  if  the  United  States  is  to  maintain  its  tradtional  progress 
in  business  productivity,  it  must  achieve  more  of  the  elements 
of  the  expansive  and  affluence  scenarios  than  of  the  others. 
Applications  of  the  Method  to  Public  Agencies 

Trend  impact  analysis  is  a  second  generation  forecasting 
tool  and  as  such  has  been  used  by  only  a  limited  number  of 
government  agencies  in  addressing  public  policy  issues. 
The  Department  of  Agriculture  used  TIA  in  a  workshop 
environment  to  study  the  future  of  agricultural  indicators 
and  the  Federal  Aviation  Agency  used  TIA  to  quantify  the 
assumptions  of  five  different  scenarios  outlined  under 
illustrations  above. 

The  Department  of  Agriculture  focused  on  Indicators  of 
agricultural  supply,  e.g.,  cropland  availability,  and  demand, 
gross  national  product,  over  the  next  fifty  years.     A  panel  of 
personnel  from  the  Department  was  assembled  to  provide  the 
input  estimates.     This  panel  selected  the  indicators  and  events 
used  in  the  study. 

In  a  Delphi-like  process,  the  panel  evaluated  the  impact 
and  probability  of  each  event  in  the  course  of  a  two-day 
meeting.     These  estimates  were  then  used  in  TIA  to  produce 
event-impacted  projections  and  associated  percentile  ranges. 
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These  projections  were  then  fed  back  to  the  panel  for  use 
in  scenario  preparation. 

The  Federal  Aviation  Administration  used  TIA  in  studying 
five  alternative  futures  to  determine  the  possible  con- 
sequences for  U.S.  travel  needs  and  aviation  industry.  This 
study  focused  on  social  trends  which  describe    the  future 
passenger  use  of  U.S.  airlines.     These  trends  included  the 
length  of  the  work  week,  disposable  personal  income,  leisure 
expenditures,  among  others.     Adjusting  the  impacts  and 
probabilities  of  the  events  to  reflect  its  different  scenario 
assumptions,  the  FAA  used  TIA  to  transform  event  impact 
estimates  into  projections  for  the  trends.     This  provided 
a  means. for  testing  the  logic  and  consistency  of  the  scenarios 
as  well  as  the  assumptions  and  approach.     Based  on  this  work, 
the  FAA  is  developing  monitoring  capabilities  to  track  key 
events  and  trends  and  to  update  the  scenarios. 
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making.    Presented  to  the  American  Chemical  Society, 
166th  Annual  Meeting,  Chicago,  111,  Aug.  29,  1973  by 
The  Futures  Group,  Glastonbury,  Conn. 

Rosove,  Perry  E.     A  trend  impact  matrix  for  societal  impact 

assessment.     [Los  Angeles]     Center  for  Futures  Research, 
Graduate  School  of  Business  Administration,  University 
of  Southern  California,  1973.     24  1.  ([Southern 
California.     University.    Los  Angeles.     Center  for 
Futures  Research])  M5) . 
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COMPUTER  SIMULATION  MODELING 
Summary  Description  of  the  Method 

The  method  of  computer  simulation  modeling  is  based  on  two 
concepts:  a  system  and  a  mathematical  model.     A  system  can 
be  viewed  as  parts  -  of  any  kind  -  operating  in  harmony  to 
attain  one  or  more  purposes.     Examples  of  systems  are  plentiful 
and  include:  any  machine,  a  production  line  in  a  factory,  the 
digestive  system  of  a  human  being,  a  molecule  as  well  as 
the  atoms  comprising  it,  the  earth's  solar  system,  and  the 
U.S.  economy.     A  mathematical  model  can  be  regarded  as  a 
detailed  matematical  description  of  the  relationships  among 
the  most  important  factors   (variables)  within  a  system. 
Although  a  person  may  have  detailed  knowledge  about  the  parts 
of  a  system,  the  number  of  interactions  is  usually  too  large 
for  the  human  mind  to  handle.     By  utilizing  various  approxima- 
tion procedures,  reducing  the  number  of  factors  and  employing 
reasoned  protective  judgments,  an  "explicit"  mathematical 
model  can  be  formulated  from  a  person's  "implicit"  mental 
model  of  a  system. 

A  mathematical  model  is  constructed  by  formulating  equations 
which  describe  system  components  and  their  interrelationships. 
A  special  class  of  mathematical  models  is  referred  to  as 
simulation  models.     The  term  simulation  refers  to  the  process 
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of  reproducing  the  dynamic  behavior  of  a  system  as  it  operates 
over  time.     The  basic  premise  of  simulation  modeling  is  that 
the  simulation  model  can  serve  as  a  surrogate  to  some 
system  -  real  or  artificial  if  the  variables  comprising  the 
model  are  programmed  to  run  on  a  computer,  time  can  be  made  to 
run  faster  than  actual  time  for  system  operations  or  events. 
Thus,   the  results  obtained  with  a  computer  simulation  model 
can  be  used  to  forecast  some  future  state  of  the  system. 
The  method  facilitates  the  generation  of  a  large  amount  of 
data  which  otherwise  might  take  months  or  years  to  accumulate. 
Computer  simulation  modeling  also  has  the  capability  to 
estimate  the  effects  of  external  forces  on  the  system. 
These  forces  may  be  favorable  policies  under  the  control 
of  policymakers  or  represent  unfavorable  and  uncontrolable 
circumstances . 

Many  approaches  have  been  employed  to  construct  different 
types  of  computer  simulation  models.     One  approach  is  known 
as  econometric  modeling.     The  basis  for  the  development  of 
an  econometric  model  is  assumptions  about  how  economic  units 
behave  when  they  produce,  exchange,  and  consume  economic 
goods.     Economic  units  may  be  households,   firms,  governments, 
etc.     "Macro-economic  models  are  econometric  models  that 
concentrate  on  various  groups  of  economic  units  using 
aggregate  measures  such  as  national  income,  total  employment, 
and  the  price  level.     Macro-economic  models  examine  how  the 
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the  interactions  of  various  sectors  of  the  economy  with 
different  behavior  patterns  determine  the  aggregate  magnitudes 
of  the  total  economy."  57/ 

Another  simulation  approach  is  input-output  modeling. 
"The  basis  of  an  input-output  model  is  a  table  showing  the 
relationships  in  dollar  terms  between  the  inputs  and  outputs 
of  each  sector  of  the  economy.     Also  depicted  are  the  ultimate 
demand  inventor  accumulation,  exports,   government  and  private 
purchases  and  capital  formation.     Also  represented,  are 
inputs  in  the  form  of  payments  from  such  sources  into  the 
economy."     58/     Such  a  technique  can  be  used  to  determine 
the  types  of  investments  which  would  be  most  effective  in 
stimulating  growth  and  for  studying  the  level  or  nature  of 
the  aggregate  demand  that  would  be  required  to  achieve 
full  employment. 

Systems  dynamics,  another  approach  to  simulation  modeling, 
is  based  on  principles  borrowed  from  engineering.     59/  It 


57/     Kogiku,  K.C.  An  Introduction  to  Macroeconomic  Models. 
New  York,  McGraw  Hill.     ^968}    p.  1. 

58/     U.S.  Environmental  Protection  Agency.     A  Guide  to  Models  in 
Governmental  Planning  and  Operations.    (Prepared  for  the 
Office  of  Research  and  Development.)   Washington,  D.C., 
U.S.  Environmental  Protection  Agency.     Aug.   1974.     p.  23. 

59/     Goodman,  Michael  R.     Study  Notes  in  System  Dynamics.  Cam- 
bridge, Mass.,  Wright-Allen  Press,   Inc.  5.974] 
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represents  system  changes  through  time  by  linking  various 
levels   (accumulations  within  a  system)   and  rates  (flows 
of  some  items  from  one  part  of  a  system  to  another  part) . 
Rates  of  flow  are  called  decision  rules  because  they  control 
the  activities  of  a  system.     Feedback  loops  are  used 
extensively.     These  loops  may  cause  the  sustem  to  seek 
some  goal  or  equilibrium   (like  a  thermostat)   or  . contribute 
to  persistent,   and  perhaps  unwanted,   system  growth  (like 
a  chain  reaction  of  an  atomic  explosion) .     Level  and  rate 
equations  quantify  system  entities,  activities  and  inter- 
relationships . 

Critiques  of  the  Method 

There  are  a  number  of  benefits  which  can  flow  from  the 

construction  and  pse  of  computer  simulation  models.  These 

benefits  have  been  grouped  into  six  categories.  60/ 

1.     They  impose  a  logical  discipline  which  forces 
precise  statements  of  problems  and  objectives  and  requires 
that  the  system  being  described  be  explicitly  divided 
into  its  major  components  and  major  interrelationships 
among  these  components.     Thus,   it  is  possible  to 


60/     U.S.  Congress.     House.     Committee  on  Merchant  Marine  and 
Fisheries.     Subcommittee  on  Fisheries  and  Wildlife 
Conservation  and  the  Environment.     Computer  Simulation 
Methods  to  Aid  National  Growth  Policy.     Washington,  D.( 
U.S.   Gov't.   Print.   Off.,     1975.     p.    35.     At  head  of 
title:   94th  Congress,   1st  Session.     Serial  No.  94-B. 
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identify  components  and  relationships  that  may 
have  been  previously  missed  or  ignored  even  before 
a  simulation  is  run. 


2.  While  simulations  do  not  give  answers  directly,  they  can 
provide  novel  and  critical  insights  into  system  behavior. 
Soretimes  these  insights  ray  be  counter  to  vtiat  was  expected. 
Further,  these  insights  can  provide  the  bases  for  experimenting 
more  deeply  in  certain  directions  and  suggest  new  research  pos- 
sibilities. 

3.  Simulations  provide  a  framework  within  \4iich  experiments 
can  be  conducted.    The  sensitivity  of  the  system  to  changes 

in  the  magnitudes  of  its  variables  and  to  changes  in  relation- 
ships among  the  variables  can  be  observed.    Critical  variables 
and  significant  relationships  can  be  confirmed  or  rejected. 
Factors  having  negligible  influence  on  final  outputs  can 
be  identified.    The  impact  of  current  policies  on  future  system 
behavior  as  well  as  the  influence  of  potential  policies  can  be 
tested.    The  model  can  be  used  to  answer  "v^at  if"  questions 
of  two  types:   (a)   "v^at  if  we  set  the  values  of  the  critical 
and  controllable  parameters  at  certain  levels?  (b)  \'Jhat  if 
certain  variables  which  are  not  very  controllable  take  on 
certain  values?" 

4.  The  nature  of  various  risks  may  be  clarified,  and  adequate 
and  inadequate  options  for  minimizing  risks  ray  be  delineated 
by  the  simulation  model.    Thus,  policies  ray  be  formulated  with 
more  knowledge  of  the  risks  they  entail. 

5.  Simulation  ray  be  used  as  an  educational  device  for  teaching 
both  policymakers  and  technicians.    Analysis  skills  can  be 
developed  by  stimulating  rational  thinking  with  respect  to  systems. 

6.  The  development  and  innplementation  of  simulation  models 
ray  lead  to  more  "open"  communications  regarding  the  system 
among  all  interested  parties.    Different  points  of  view  are 
frequently  uncovered  and  agreements  and  disagreements  focused 
more  sharply. 


70-315  O  -  76  -  30 
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simulation  irodels  are  also  subject  to  a  nuinber  of  sources  of  error. 
Sorre  irajor  limitations  that  have  been  mentioned  with  respect  to  simulation 
irofels  are:  61/ 

1.  Sinnplification  of  the  real  system.  —    A  simulation  model 

is  always  a  sinnplification  of  the  real  system  it  represents.  This 
sinplification  taJ<es  place  in  many  w^ys  —  by  making  assumptions, 
by  including  only  the  critical  variables  in  the  model,  by  incorpor- 
ating only  the  most  iirportant  relationships  in  the  model,    and  by 
other  methods.    There  is  always  danger,  however,  that  oversimplifica- 
tion or  inacciarate  siirplification  may  occur. 

2.  D^Tiamic  behavior  of  the  real  system.  —  Every  system  contains 
a  certain  degree  of  random  and  uncertain  behavior,  exhibits  delays 
and  has  a  number  of  nonlinear  relationships  among  its  variables. 
One  can't  be  sure  how  many  of  these  dynamic  factors  can  be  excluded 
from  a  model  and  still  have  a  valid  representation. 

3.  Data  collection.  —  A  simulation  model  needs  data  in  order  to 
assign  values  to  its  variables  and  parameters.    Sometimes  the  re- 
quired data  is  available  in  the  correct  form.    When  such  data  is 
unavailable  the  model-builder  has  to  obtain  the  necessary  values 
through  enpirical  studies,  from  actual  events  and  by  educated  guesses. 
Regardless  of  how  obtained,  the  reliability  and  validity  of  data 
should  never  be  taken  for  granted. 

4.  Intangible  factors.  —  All  systems  contain  intangibles  such  as 
political  opinions,  and  other  human  attitudes  and  values.  These 
are  difficult  —  if  not  irrpossible  —  to  incorporate  directly  into 

the  siinulation  model.    Usually,  the  model  includes  intangibles  indirectly 
by  such  techniques  as  increasing  or  decreasing  the  values  of  certain 
variables  over  time,  by  incorporating  more  or  fewer  time  delays,  by 
strengthening  or  weakening  particular  relationships,  and  similar 
ways.    The  modeler,  is  rarely,  if  ever  sure  that  this  implicit  treat- 
ment of  political  and  human  factors  is  realistic  and  accurate. 

5.  Experimentation.  —  Experimentation  is  the  process  of  designing 
sets  of  conputer  runs  to  determine  the  sensitivity  of  a  simulation 
model  to  potential  changes  in  system  variables,  assumptions  and 
relationships.    A  great  deal  of  experimentation  can  be  performed 

or  very  little  of  it.    Further,  it  can  be  done  efficiently  or  in- 
efficiently.   However,  no  standard  techniques  exist  for  insuring  that 
experimentation  is  done  conpletely  and  efficiently  on  large-scale 
conplex  simulation  models. 


61/         Ibid.,   p.  35-36. 
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6.    Practical  considerations.  " —  In  developing  and  implementing 
simulations,  there  are  a  number  of  practical  considerations  to 
contend  with.    These  include  such  items  as  available  time  on  the 
conputer,  deadlines  as  to  when  the  results  are  needed,  adequacy  of 
the  computer  facilities  to  be  used,  availability  of  required  numbers 
and  types  of  skills,  and  so  on.    Rarely  does  one  have  enough  of  these 
items.     If  one  is  forced  to  make  "trad€?offs"  among  these  items,  the 
risk  of  error  is  increased. 


Because  a  conputer  simulation  model  is  only  an  approximation  to 
the  real  system,  the  validity  of  the  results  obtained  by  using  it  should 
always  be  tested.    All  conputer  simulation  models  thus  require  modifications 
over  time  to  inprove  their  validity. 


Illustrations  of  the  Method 

Conputer  simulation  modeling  has  been  applied  to  the  physical  . 
environment,  social  systems,  military  situations  and  economies.  One 
illustration  of  this  method  in  the  field  of  agriculture  is  the  National 
Interregional  Agricultural  Projections  (NIRAP)  System.  62/      NIRAP  is  a  com- 
puterized system  of  related  models  (equations)  of  the  food  and  fiber 
system  of  U.S.  Agriculture.    This  model  has  the  capability  to  simulate 
alternative  futures  for  food  and  fiber  based  on  scenarios  which  differ 
with  respect  to  major  uncertainties  of  impact  on  the  fooo  and  fiber 
system  and  with  respect  to  policy  decisions  designed  to  alleviate  anticipated 
system  problems.    The  econanrdc  projections  produced  by  the  model  delineate 
a  range  of  possible  adjustment  paths,  provide  an  early  warning  of  potential 
difficulties  and  provide  feasible  solutions  to  potential  food  and  fiber 
problems.    NIRAP  has  been  under  development    by  the  Economic  Research  Service 
of  the  Department  of  Agriculture.    Each  year  the  capability  of  NIRAP  has 
expanded.  

Quance,  LeRoy,  conpiler.  Introduction  to  the  Economics  Projections  Program. 
National  Economic  Analysis  Division,  Economic  Research  Service, Wahington,  D. 
Feb.  19,  1975. 
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The  present  form  of  NIRAP  is  depicted  in  Figure  XIII  with  each  box 
representing  a  sub-system  or  module  of  the  system. 

a)  The  Scenario  Development  module  assigns  values  for  rate  of  population, 
GsP  and  inflation  growth  in  the  general  econonr/;  high,  low  or  baseline 
agricultural  exports;  the  rate  of  growth  in  public  expenditures  for  • 
research  with  extensions  to  agriculture;  unprecedented  technologies  ex- 
pected to  affect  agriculture;  extent  to  which  Conservation  Needs  Inver- 

tory    land  classes  are  converted  to  cropland  and  the  amount  of  new  irrigation 
develoj^nent  this  would  require;  and  finally  extrapolated  trends  or  stringent 
environmental  constraints. 

b)  The  Technological  Change  module  projects  the  productivity  index 
at  the  national  and  regional  level  for  farm  output,  crops  and  livestock 
aggregates. 

c)  The  World  Trade  module  generates  constant  price  coirmodity  export 
projections  and  export  demand  price  elasticities. 

d)  The  General  EconcOTy  module  consists  of  the  scenario  provided 
national  population,  GNP  and  inflation  growth  rates;  a  regression  based 
relationship  between  GNP  and  personal  disposable  income;  calculations  of 
per  capita  disposable  inccfre;  and  an  inflation  rate  based  on  calculations 
paid  by  farmers.. 

e)  The  Aggracate  Farm  Output  module  projects  the  variables  of 
prices  paid  and  received  by  farmers,  the  parity  ratio,  quantity  supplied, 
quantity  demanded  and  diversions  (if  a  price  or  income  diversion  policy 
alternative  is  specified),  gross  farm  income,  production  costs  and  net 
farm  inccme. 

f)  The  Constant  Price  Cormodity  Demand  module  provides  constant 
price  projections  of  the  inport,  export,  per  capita  consumption,  food 


461 


462 


use  ajid  feed  use  derand. 

g)  The  Coirmodity  Prcx3uction  and  Utilization  irodule  projects  equi- 
librium prices  and  quantities  of  21  farm  coinrcdities. 

h)  The  Inputs  module  projects  the  total  an-ount  of  fertilizer  used 
on  each  major  crop  and  in  producting  aggregate  farm  output  and  estiirates 
the    quantities  of  diesel  fuel  and  gasoline  used. 

i)  The  Crop  Yield  Simulator  module  projects  crop  yields  at  the 
state  level  for  irrigated  and  nonirri gated  practices. 

j)  The  Crop  Yield  Availability  module  calculates  additions  to 
the  croplands  base  due  to  private  and  public  develo|:?Tient ,  subractions 
from  the  cropland  base  due  to  population  related  competing  demand  for 
land. 

k)  Regional  Distribution  of  Production  module  estimates  the  crop 
production  potential  for  the  nation  as  well  as  each  state  and  region. 

1)  The  Land  Use  module  calculates  cropland  use  by  irrigated  and 
nonirrigated  practices  at  the  state,  regional  and  national  levels. 
Idle  cropland  is  allocated  nonirrigated  cropland  and  allowances  are  made 
for  crop  failure,  summer  fallow,  cropland  pasture  and  other  crops  not 
included  in  the  NIRAP  system. 

Applications  of  the  Method  to  Public  Agencies 

While  it  is  impossible  to  predict  exactly  how  the  results  of  a  corrputer 
simulation  model  become  integrated  into  the  perspective  of  a  policymaker, 
we  can  say  that  such  a  model  is  being  used  when  the  policymaker  introduces 
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changes  to  its  ijiputs  and  the  model  outputs  become  important  —  in  an 
operational  sense  —  to  the  formulation  of  policy. 

The  NIR^  iTrx3el  is  being  used  for  generating  the  agricultural 
projections  in  periodic  revisions  of  the  "Obers  Projections:  Regional 
Economic  Activity  in  the  U.S.''  6 3 /These  projections  are  part  of  a  program 
sponsored  by  the  U.S  Water  Resources  Council  and  have  been  developed 
cooperatively  by  the  Bureau  of  Economic  Analysis,  U.S.  Department  of 
Commerce  (formerly  the  Office  of  Business  Economics)  and  the  Economic 
Research  Service  of  the  U.S.  Department  of  Agriculture.  These  projections 
help  evaluate  the  need  for  future  water  and  land  resources.    They  are 
being  used  by  the  U.S.  Army  Corps  of  Eingineers,  the  U.S.  Department  of 
Transportation  to  evaluate  potential  costs  and  benefits  stemming  fron 
the  'developnent  of  long-term  capital  investments  such  as  transportation, 
storage  and  manufacturing  facilities. 

Another  simulation  nodel  called  the  Strategic  Environmental  Assessment 
System  (SEAS)  has  been  developed  and  used  by  the  U.S.  Environmental 
Protection  Agency  for  developing  the  1975  cost  of  clean  air  and  clean 
water  at  the  request  of  Congress.     It  has  also  been  used  by  the  National 
Commission  on  Water  Quality,  a  two  year  coirmission  set  up  to  estimate 
independently  the  cost  of  corrplying  with  the  Water  Pollution  Control  Act. 
Specifically,  they  used  SEAS  to  get  feedback  of  water  pollution  control 
costs . 

Still  another  simulation  model,  the  Macro-economic  Growth  model, 


63/  1972  Obers  Projections  Regional  Economic  Activity  in  the  U.S.  Series  E 
Population  Supplement.  Agricultural  Projections,  Vols.  1,  3,  and  4. 
U.S.  Water  Resources  Council,  I^y  1975.    Washington,  D.C.     139  p. 
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developed  by  Data  Research,   Inc.,  has  been  used  by  the  U.S. 
Treasury  Department  to  assess  the  impact  of  tariffs  and  the 
impact  of  price  regulation  on  energy  use  in  general  and  energy 
use  in  particular.     They  have  analyzed  the  possibility  of 
reducing  energy  import  dependence. 

A  simulation  model  entitled  Coal  I  has  been  developed 
by  Dennis  Meadows  and  others  at  Dartmouth  College  and  used 
by  the  U.S.   Geological  Survey  to  stress  the  importance  of 
coal  as  a  long-range  energy  source  and  to  indicate  the 
necessity  for  understanding  the  social  and  environmental 
impact  of  coal  to  the  Western  nations.     As  a  concrete  response 
they  have  undertaken  a  research  project  on  the  environmental 
impacts  of  coal  on  the  Powder  River  Basin.     The  Energy 
Research  and  Development  Administration  has  given  almost 
one-half  million  dollars  to  disaggregate  the  model  so  that 
its  fossil  fuel  division  can  use  it  to  choose  among  alternative 
technical  programs. 
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Quance,   LeRoy,   compiler.      Introduction  to  the  economics 

projections  program.     No.   LQ2.75.      In  Economic  projections 
and  analysis  systems  programs.     Washington,   D.C.,  National 
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METHODOLOGICAL  ANNEX 

Delphi 

The  first  figure  is  another  example  of  a  Delphi .       In  this 
study  the  participants  were  asked  to  estimate  the  year  when 
the  likelihood  of  a  particular  event  would  reach  5.0  percent. 
They  also  were  asked  to  estimate  the  latest  year  of  occurrence 
depending  on  the  social,  economic,  and  political  environment. 
This  information  should  provide  the  analyst  with  insight  as  to 
whether  or  not  the  likelihood  of  the  occurrence  of  the  event 
will  increase  or  decrease  over  time. 

The^ second  and  third  figures  illustrate  how  the  final 
results  of  a  Delphi  investigation  might  be  "coordinated" 
for  use  by  the  policy  maker  or  reader  who  does  not  need  to 
see  the  questionnaire. 
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A  DELPHI  QUESTIONNAIRE 


OUTPATIENT  AND  INPATIENT  MONITORING  SYSTEMS:  Automated  monitoring  (by  most  of  the  largest 
health  centers)  of  patient  symptoms  through  radio  or  wire  (telephone  line)  transmission  of 
heart   rate,   respiratory  rate,   and  blood  pressure  indicators. 


PANEL'S  ESTIMATES 

OF  YEAR  AT 

WHICH 

L 1 KEL IHOOD 

PANEL'S  MEDIAN  ESTIMATES  OF  EARLIEST 

OF  OCCURRENCE 

WILL 

FIRST  REACH  50^ 

AND  LATEST  YEARS  OF  OCCURRENCE 

DEPENDING  ON  THE  SOCIAL,  ECONOMIC, 

1970-72 

0 

AND  POLITICAL  ENVIRONMENT 

1972-75 
1975-80 

88888888e 

Med  i  an : 

As  early  as      1 980 

1980-85 
LATER 

88888888 
I 

1980 

or 

As  late  as  1990 

NEVER 

0 

0  =  F 

rst- 

round 

distribute  on 

B  =  Second 

-  round 

distr 

i  but  i  on 

SOME   FACTORS   FOSTERING   IMPLEMENTATION  ARE 


.   shortage  of  doctors 

.   growth  of   local   clinics,  which  can  be   linked  to  diagnosis  centers;  moreover,  shortages 

of  central   diagnostic  facilities  make  such  organizations  desirable 
.  /success  of  present  pilot    inpatient  systems 
.    large  investment   in  RtD  developing  in  this  area 

HOWEVER,  THE   IMPLEMENTATION  OF  THIS  APPLICATION  MAY   DEPEND  ON: 

.  greatly  expanded  allocations  of  radio  frequencies   to  the  private  sector 

.  acceptance  by  medical  profession 

.  automatic  measuring  equipment  connected  to  memory  storage 

.  elimination  of  computer  downtime 

AND  MAY  BE  PRECLUDED  BY: 

lack  of  sufficient  transmission  channels   for  patients  so  monitored 
.    relatively  small   number  of  patients  requiring  such  close  monitoring 
.   unavailability  of  radio  frequency  channels  from  FCC   for  outpatient  monitoring 


Figure    I.   Example  Drawn  from  On  the  Nature  of  Economic  Losses  Arising 
from  Computer-Based  Systems  in  the  Next  Fifteen  Years,  by 
J.   R.   Salancik,  Theodore  J.   Gordon,  and  Neale  Adams,  Institute 
for  the  Future,   Report  R-23,  March  1972 
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V.  RESULTS  OF  THE  DELPHI  STUDY 


A,     TECHNOLOGICAL  FORECASTS 


Median  responses  as  to  the 
year  by  which  there  is  a 
probability  of 
107.         507.  907. 


1.     The  introduction  of  non-fossil,   fully  synthetic 
hydrogen-based  automotive  fuels  on  a  conmercial 

scale.  1992        2010  2025 


The  first  placing  into  operation  of  a  commercial 
electric-power  plant  based  on  controlled  thermo- 
nuclear fusion.  1991        2010  2025 


3.     The  year  by  which  there  will  be  a  technological 

breakthrough  leading  to  the  introduction  of  portable 
high -energy-density  sources  of  electricity  that 
are  acceptable  with  respect  to  cost,  safety,  and 

user  convenience.     .  1981        1989  1998 


4.     The  year  by  which  there  will  be  a  technological 

breakthrough  leading  to  the  introduction  of  portable 
high -power -density  sources  of  electricity  that 
are  acceptable  with  respect  to  cost,  safety,  and 

user  convenience.  1985        1990  1998 


A  technological  breakthrough  leading  to  the  commer- 
cial production  of  synthetic  food.  1980        1990  2000 


6.     The  issuance  of  strict  and  enforceable  federal 
regulations  that  reduce  air-  and  water-pollution 

by  at  least  507.  compared  to  1974  standards.  1985        1993  2000 


7.     The  year  by  which  the  daily  production  of  oil  from 
shale  in  the  United  States  will  begin  to  exceed 

250,000  barrels.  1982        1990  1995 


Median  Estimate  for  the  Year 
1975      1985  1995 


The  percentage  of  U.S.  electricity  generated 
through  atomic  fission  in  the  years  1975,  1985, 

and  1995.  8  25  40 


0' Toole,  James.     Energy  and  Social  Change;   Draft  Report  of  the 
Twenty  Year  Forecast  Project.     Los  Angeles,  Calif.,   Center  for 
Futures  Research,   Graduate  School  of  Business  Administration, 
University  of  Southern  California.     October  1975.  p.  163. 
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The  panel  was  asked  the  probability  of  a  redistribution  of  power  and  status 
resulting  in  the  emergence  of  a  new  elite  under  the  assumption  of'  (a)  energy 
scarcity  and  (b)  energy  abundance.     Listed  below  are  groups  that  might  emerge 
as  new  elites,  with  the  panel's  opinion,  under  each  of  the  assumptions,  about 
the  degree  to  which  the  power  and  status  of  these  groups  would  be: 


strongly  diminished  (-2) 

slightly  diminished  (-1) 

essentially  unchanged  (  0) 

slightly  enhanced  (+1) 

strongly  enhanced  (+2) 


CANDIDATES  FOR  A  NEW  ELITE 

(a)  Energy  Scarcity 

(b)  Energy  Abundance 

BIG  BUSINESS 

0* 

0* 

SMALL  BUSINESS 

0 

0 

1  1/2 

0 

BLACK -MARKETEERS 

1 

-1  1/4 

NATIONAL  ECONOMIC  PLANNERS 

2 

0 

TECHNOLOGISTS 

2 

0 

OIL -EXPORTING  NATIONS 

2 

-2 

COAL-  AND  NUCLEAR-BASED  UTILITIES 

2 

-  1/4 

POLITICAL  ACTIVISTS 

1 

0 

ECONOMISTS 

1/2 

0 

INTERNATIONAL  BANKERS 

1* 

0* 

ENVIRONMENTAL  SPECIALISTS 

-1 

1  1/2 

CONSUMERIST  POLITICIANS 

1* 

1/4* 

INTELLECTUALS  GENERALLY 

0 

0 

BUREAUCRATS  IN  CONTROL  OF 
ALLOCATIONS 

2 

-1 

No  consensus  reached  on  these  items. 
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Trend  Impact  Analysis 

To  facilitate  the  reader's  review  of  some  of  the  steps  in 
preparing  a  Trend  Impact  Analysis    (TIA) ,   some  of  the  finer 
detail  was  omitted  from  the  main  text.     It  is  provided  below. 

Steps  in  Preparing  TIA. 

1.  Identifying  possible  events  which  might  cause  some 
change  in  the  path  of  the  trend. 

2.  Estimating  the  chances  that  each  event  will  happen. 

3.  Estimating  the  impact  of  each  event  on  the  trend. 
The  impacts  of  each  event  must  be  described  in 
detail,   including  the  amount,   timing  and  shape  of 
the  impact.      (See  sample  impacts.) 

4.  Calculating  the  total  impact  of  all  events  by 
letting  each  event  "happen"  each  year  according 
to  its  chances  of  happening.     For  example,  an 
event  having  a  10%  chance  of  happening  in  the 
first  year  would  contribute  10%  of  its  impact 
in  each  subsequent  year  to  the  total  impact  of 
all  events.     Thus,   if  its  impact  is  +30%  after 
two  years,   it  contributes  +3%  to  the  total  impact 
in  the  second  year. 

Since  some  events  may  have  lasting  impacts,   they  may  con- 
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tribute  to  the  impact  in  all  years  based  on  their  chances 
of  happening  in  the  first  year.  When  the  first  year's 
contriubtion  has  been  calculated  for  each  event  and  added 
to  the  total  impact  in  each  year,  the  process  is  repeated 
for  the  second  year,  and  so  forth  for  all  years.  Impacts 
of  counter-acting  events  are  allowed  to  cancel  each  other 
The  contribution  from  one  event  is  shown  schematically 
below. 


TIA  Impact  of  One  Event,   with  Impact  of  +x%   and  80%  Chance 
of  Happening  During  4  Years 
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The  sample  event  has  a  80%  chance  of  happening  by  1980  or 
20%  chance  in  each  of  the  next  four  years.     The  impact  of 
the  event  is  to  increase  the  trend  by  x%.     Thus,   in  the 
first  year,   20%  of  the  event  happens,   increasing  the  trend  by 
20%  of  X.     In  each  of  the  next  3  years,   the  trend  is  increased 
by  an  additional  20%  until  80%  of  the  event  has  happened.  This 
process  is  repeated  for  all  other  events  to  produce  the  total 
impacts  of  all  events  in  each  year. 

5.       Changing  the  extrapolated  trend  in  each  year  by  the 
total  impacts  calculated  above  to  determine  the  new 
direction  of  the  trend.     Since  events  either  happen  or 
don't  happen,   this  event-impacted  trend  represents 
the  average  of  all  possible  future  paths  for  the  trend. 
The  event-impacted  projection  is  like  the  50th  percentile 
with  half  the  possible  future  paths  of  the  trend  above 
it  and  below  it. 

The  data  compiled  in  the  various  steps  in  trend  impact 

analysis  can  be  used  to  obtain  additional  information 

about  the  projection  of  the  trend.     The  standard  deviation  or 

similar  statistical  parameters  can  provide  a  measure  of 

the  uncertainty  associated  with  the  event-impacted  projection. 

For  example,   it  is  possible  to  calculate  other  percentiles. . 

Usually  the  25  and  75  percentile  ranges  are  calculated. 

The  distance  between  these  percentile  ranges  and  the 

event-impacted  projection  indicates  the  amount  of  uncertainty 

associated  with  the  projection. 
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Extrapolated 


Trend 


Time 


Sample  Result  of  Trend  Impact  Analysis  Showing  Uncertainty 


70-315  O  -  76  -  31 
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APPENDIX 


SOME  FORECASTS  THAT  HAVE  NOT  COME  TRUE:  FORTUNATELY 
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Introduction 

Throughout  history  numerous  predictions  have  been  made  con- 
cerning scientific  innovations,   territorial  expansion  and 
the  like.      In  hindsight,   many  of  these  can  be  viewed  with 
amusement . 

This  appendix  contains  a  small  sampling  of  some  of  the  more 
amusing  predictions.  Some  are  based  on  what  was  then 

current  knowledge  and  others  are  simply  remarks  made  without 
thorough  analysis.     To  state  that  Jupiter's  moons  do  not 
exist  because  they  would  serve  no  purpose  for  earth  (see 
page       )    can  hardly  be  called  a  prediction.     Similarly,  to 
say  there  is  no  land  on  the  opposite  side  of  the  globe  from 
Spain  "because  Saint  Augustine  says  so"    (see  page       )  is 
not  a  prediction  either.     More  akin  to  the  futures  forecasting 
that  goes  on  today  would  be  the  prophecy  of  a  "nation  of 
madmen"    (see  page         )   made  in  1910.     Science  has  long  been 
a  prediction-shattering  field  because  new  physical  laws 
are  being  discovered  every  year.     If  one  relies  on  current 

Many  of  the  quotes  are  adapted  from  a  1969  paper  by 
Nancy  Gamarra  entitled  "Erroneous  Predictions  and 
Negative  Comments  Concerning  Exploration,  Territorial 
Expansion,   Scientific  and  Technological  Development; 
Selected  Statements",   published  by  the  Legislative 
Reference  Service  of  the  Library  of  Congress. 
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knowledge  and  "reasonable"  extrapolations  of  that  knowledge, 
it  is  easy  to  scoff  at  suggestions  of  interstellar  spaceships 
and  space  colonies  in  the  next  century,   just  as  so  many  scoffed 
at  landing  men  on  the  Moon. 

The  following  examples  are  offered  to  provide  a  per- 

spective for  futures  forecasting  in  a  more  systematic  fashion. 
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A.    TERRITORIAL  EXPANSION 


Perhaps  one  of  the  better  future  forecasters  was  Christopher 
Columbus,  without  whom  America  might  not  be  what  it  is  today. 
He  was  finally  able  to  sell  his  "round  world"  idea  to  the 
Spanish  government,  but  it  was  over  the  objections  of 
the  committee  that  concluded  the  following  in  1486: 


"(1)   A  voyage  to  Asia  would  require  three  years.      (2)  The 

Western  Ocean  is  infinite  and  perhaps  unnavigable.      (3)    If  he 

reached  the  Antipodes    (the  land  on  the  other  side  of  the 

globe  from  Europe)   he  could  not  get  back.      (4)   There  are 

no  Antipodes  because  the  greater  part  of  the  globe  is  covered 

with' water,   and  because  Saint  Augustine  says  so....    (5)  Of 

the  five  zones,  only  three  are  habitable.      (6)   So  many  centuries 

after  the  Creation  it  was  unlikely  that  anyone  could  find 

hitherto  unknown  lands  of  any  value." 

Morison,  Samuel  E.     Admiral  of  the  Ocean  Sea,  a  Life  of  Christopher' 
Columbus.     Boston,  Little,  Brown     [1942]     p.  97-98. 


There  was  also  opposition  to  exploring  the  rest  of  this  continent 
and  acquiring  new  lands  as  part  of  America.     On  the  Louisiana 
/  Purchase: 


"The  vast  and  unmanageable  extent  which  the  accession  of  Louisiana 
will  give  to  the  United  States;   the  consequent  dispersion  of 
our  population,   and  the  destruction  of  that  balance  which  it 
is  so  important  to  maintain  between  the  Eastern  and  Western 
States,  threaten,  at  no  very  distant  day,   the  subversion 
of  our  Union . " 

Statement  of  Representative  Roger  Griswold.     Annals  of  Congress, 
8th  Congress,  1st  session,  1803-1804.     p.  466. 

"He  did,  however,   fear  those  consequences;  he  feared  the  effects 
of  the  vast  extent  of  our  empire;  he  feared  the  effects  of  the 
increased  value  of  labor,   the  decrease     in  the  value  of  lands 
and  the  influence  of  climate  upon  our  citizens  who  should  migrate 
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thither.     He  did  fear   ...   that  this  Eden  of  the  New  World 
would  prove  a  cemetary  for  the  bodies  of  our  citizens." 

Statement  of  Representative  Thomas  Griffin.     Annals  of  Congress, 
8th  Congress,  1st  session,  1803-1804.  p.  443. 

The  acquisition  of  Alaska  did  not  fare  any  better: 


" (There  is)   no  excuse  for  the  unauthorized  and  unwarrantable 
action  of  the  Secretary  of  State." 

"Who  gave  him  the  right  to  squander  millions  of  the  money 
of  the  people  at  this  time  of  general  financial  distress, 
and  to  so  complicate  us  with  a  foreign  power  that  it  was 
urged  as  an  excuse  why  the  treaty  should  be  ratified  that 
we  would  offend  Russia  if  we  did  not?   ...   If  necessary  to 
purchase  the  friendship  of  Russia  in  this  way  we  shall  next 
be  told  that  to  preserve  the  friendship  of  England  or  France 
we  must  buy  some  of  their  worthless  possessions,  ..." 

Statements  of  Representative  Cadwalader  C.  Washburn.  Congressional 
Globe,  40th  Congress,  2nd  session,  1868.  p.  136-138. 

"In  support  of  the  proposition  of  the  utter  worthlessness^ of 
this  territory  there  are  several  general  tests  of  a  most 
important  and  convincing  character.  Conclusive  proof  of  it 
is  that  Russia  would  sell  her  territory...  If  it  was  not 
valuable  to  her,  it  will  never  prove  of  any  value  to  us. 
Russia  is  not  a  Power  to  surrender  a  foothold  upon  earth 
unless  it  should  be  an  actual  and  annoying  burden  to  her." 

Statement  of  Representative  John  A.  Peters.     Congressional  Globe, 
40th  Congress,  2nd  session,  1868.     p.  3668-3669. 


B.  SOCIETY 


In  an  age  where  dire  predictions  are  common  about  the  inevitable 
decline  of  our  civilization,   it  may  be  of  some  comfort  to  read 
these  comments  that  did  not,  most  would  agree,   reach  fruition: 


"I  thank  God  there  are  no  free  schools,   nor  printing,   and  I 
hope  we  shall  not  have  them  these  hundred  years;   for  learning 
has  brought  disobediance  and  heresy  and  sects  into  the  world, 
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and  printing  has  divulged  them  and  libels  against  the  best 
government . " 

Governor  William  Berkeley (Virginia) ,  1670.     In  Simons,  A.N.  Social 
Forces  in  American  History.     New  York  [1911]  p.  47-48. 

"We  are  gradually  approaching,  with  the  decadence  of  youth, 
a  near  proxmity  to  a  nation  of  madmen.     By  comparing  the 
lunacy  statistics  of  1809  with  those  of  1909   ...   an  insane 
world  is  looked  forward  to  by  me  with  a  certainty  in  the  not 
far  distant  future." 

Forbes,  Winslow,  M.D.  1910.     In  Woods,  Ralph  L.     Prophets  Can  Be  Right 
and  Prophets  Can  3e  Wrong.     American  Legion  Magazine,  Oct.  1966:  29. 


C.    RAILWAY  TRANSPORTATION 


In  a  day  when  there  is  much  controversy  over  the  environmental 
effects  of  certain  types  of  transportation,   it  might 

serve  a  purpose  to  consider  the  arguments  against  railway 
transportation  when  that  was  a  new  system. 


"In  Germany,   it  was  proven  by  experts  that  if  trains  went 
at  the  frightful  speed  of  15  miles  an  hour  on  the  proposed 
Rothschild  railroads,  blood  would  spurt  from  the  travelers' 
noses,  mouths  and  ears,  and  also  that  the  passengers  would 
suffocate  going  through  tunnels." 

Cirti,  E.C.     Das  Haus  Rothschild  in  der  Zeit  seriner  Blute,  1830-1871. 
Leipzic,  1928.     Translated  by  Lunn,  Brian  and  Beatrix  as  Reign  of  the 
House  of  Rothschild.     New  York  [1928]  p.   77  and  94. 


"It  was  decided  that  its  formation  would  prevent  cows  grazing 
and  hens  laying.     The  poisoned  air  from  the  locomotives  would 


480 


kill  birds  as  they  flew  over  them,  and  render  the  preservation 
of  pheasants  and  foxes  no  longer  possible.  Householders 
adjoining  the  projected  line  were  told  that  their  houses  would 
be  burnt  up  by  the  fire  thrown     from  the  engine  chimneys, 
while  the  air  around  would  be  polluted  by  clouds  of  smoke... 
Boilers  would  burst  and  blow  passengers  to  atoms.     But  there 
was  always  this  consolation  to  wind  up  with  --  that  the 
weight  of  the  locomotive  would  completely  prevent  its  moving, 
and  that  railways,  even  if  made,  could  never  be  worked  by 
steam-power . " 

On  introduction  of  a  bill  to  Parliament  for  construction  of  a  railway 
between  Liverpool  and  Manchester,  England  in  1825.     Smiles,  Samuel. 
The  Life  of  George  Stephenson,  Railway  Engineer.     Columbus,  Ohio, 
Follett,  Foster  and  Co.   [1859]     p.  205. 


D.      SCIENTIFIC  INSTITUTIONS 


Two  of  the  best  tourist  attractions  in  the  Nation's  capital 
are  the  National  Zoo  and  the  Smithsonian  Institution.  They 
are  accepted  as  integral  parts  of  Washington  now,  but  when 
Congress  was  first  asked  to  fund  them,   some  questioned 
their  utility.     Concerning  the  zoo: 


"I  do  not  believe  the  American  people,  hundreds  and  thousands 
of  whom  are  today  without  homes,  ought  to  be  taxed    to  afford 
shelter  and  erect  homes  for  snakes,  raccoons,  opossums, 
bears  and  all  the  creeping  and  slimy  things  of  the  earth." 

Remarks  of  Representative  Snodgrass.     Congressional  Record,  52nd  Congre! 
1st  session,  1892.     p.  A238. 

And  on  the  Smithsonian: 


"What  do  we  care  about  stuffed  snakes,  alligators,   and  all 
such  things?   ...   Here  is  an  appropriation  of  $6,000  for  a  most 
worthless  purpose,  ..." 
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Remarks  of  Senator  Simon  Cameron.     In  Rhees ,  William  Jones.  The 
Smithsonian  Institution;  Documents  Relative  to  its  Origin  and 
History.     Smithsonian  Miscellaneous  Collections,  V.  XLII. 
Washington,  U.S.  Govt.  Print.  Off.,  1901.     p.  623. 


"I  would  like  to  know  of  what  this  Institution  consists.  I 
would  like  the  gentleman  from  New  York   (Mr.   Pruyn)   or  the 
gentleman  from  Vermont   (Mr.   Poland)   to  tell  us  how  many  of 
his  constituents  ever  saw  this  Institution  or  ever  will  see 
it  or  ever  will  want  to  see  it?     It  is  enough  to  make  any 
man  or  woman  sick  to  visit  that  Institution.     No  one  can 
expect  to  get  any  benefit  from  it." 

Remarks  of  Representative  Lewis  Selye.     Ibid.,  p.  672. 


There  was  opposition  to  the  U.S.  Geological  Survey  when  it 


was  formed/  also. 


"What  is  paleontology?  It  is  the  science  of  ancient  fossils. 
These  fossiles  or  rocks  are  picked  up  by  parties  in  the  field, 
brought  here,  and  investigated  in  the  laboratories  in  Washington." 


"In  this  manner  scientists  weave  out  eventually  what  they 
call  the  story  of  the  rocks;   thus  they  solve  the  problems  of 
the  past....     What  practical  use  has  the  Government  for  pal- 
eontology?    What  function  of  the  Government  is  carried  on 
by  means  of  paleontology?     Not  only  has  the  Government  no 
use  for  it  as  a  government,  but  paleontological  work  is 
not  even  necessary  to  the  proper  construction  of  a  geological 
map .  " 

Statement  of  Representative  Hilary  A.  Herbert.     Congressional  Record, 
May  18,  1892,  52nd  Congress,  1st  session,  p.  A390. 


E.      MEDICINE  AND  HEALTH 
With  all  the  U.S.  organizations  set  up  to  research  disease  and 
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protect  the  populace  from  potentially  dangerous  medications, 
it  may  be  hard  to  imagine  a  time  when  these  quotes  were  made: 

"It  was  argued  that  inoculation  of  the  kind  employed  by 
Jenner    (for  smallpox)   would  produce  a  cow-like  face;  that 
those  who  have  been  vacinated   (the  word   'vaccinate'   is  derived 
from  the  Latin  vacca,   a  cow)   would  grow  hairy  and  cough 
like  cows ..." 

Butler,  R.R.     Scientific  Discovery.     London,  English  Universities 
Press  [1947]     p.  100. 

"The  abolishment  of  pain  in  surgery  is  a  chimera.     It  is 
absurd  to  go  on  seeking  it  today.      'Knife'   and   'pain'  are 
two  words  in  surgery  that  must  forever  be  associated  in 
the  consciousness  of  the  patient.     To  this  compulsory 
combination  we  shall  have  to  adjust  ourselves." 

Alfred  Velpeau,  surgeon,  1839,  on  anesthesia.     In  Gumpert,  Martin. 

Trail-Blazers  on  Science.     New  York,  Funk  and  Wagnalls  [1936]  p.  232 

"There  cannot  always    be  fresh  fields  of  conquest  by  the  knife... 
That  we  have  already,   if  not  quite,   reached  these  final 
limits,   there  can  be  little  question.     The  abdomen,  the 
chest,  and  the  brain  will  be  forever  shut  from  the  intrusion 
of  the  wise  and  humane  surgeon." 

Sir  John  Erichsen,  1873.     In  Woods,  Ralph  L.     Prophets  Can  be  Right 
and  Prophets  Can  3e  Wrong.  American  Legion  Magazine,  Oct.  1966:  29. 

"In  the  1840s  the  bathtub  was  denounced  in  the  United  States  as 
an  epicurean  innovation  from  England  designed  to  corrupt  the 
democratic  simplicity  of  tne  Republic.     The  medical  profession 
warned  against  it  as  a  producer  of  rheumatic  fevers,  inflammatory 
lungs  and  all  zymotic  diseases." 

New  York  Times,  Nov.  21,  1926.     Sec.  VIII.  12:1. 


F.    THE  ATOMIC  BOMB 


President  Truman  reported  that  he  was  told  by  Admiral  William 
Leahy  the  following  about  the  atom  bomb: 
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"That  is  the  biggest  fool  thing  we  have  ever  done....  The 
bomb  will  never  go  off,   and  I  speak  as  an  expert  in  explosives." 
Truman,  Harry  S.    Memoirs,  Vol.  I:  Year  of  Decision.     Garden  City, 
Doubleday     [1955]     p.  11. 

You  can't  be  more  succint  than  that. 


G.  ELECTRICITY 


Thomas  Edison  was  one  of  those  against  electrical  networks,  and 
is  quoted  as  stating: 

"Just  as  certain  as  death,    (George)   Westinghouse  will  kill 
a  customer  within  six  months  after  he  puts  in  a  system  of 
any  size . " 

Blow,  Michael.     Men  of  Science  and  Inventions.     New  York,  American 
Heritage  [1961]     p.  95. 

He  also  wrote: 


"My  personal  desire  would  be  to  prohibit  entirely  the  use  of 
alternating  currents.     They  are  unnecessary  as  they  are  dangerous... 
I  have  always  consistently  opposed  high-tension  and  alternating 
systems  of  electric  lighting....   not  only  on  account  of 
danger,  but  because  of  their  general  unreliability  and 
unsuitability  for  any  general  system  of  distribution." 

Edison,  Thomas  A.     The  Dangers  of  Electric  Lighting.     North  American 
Review,  Nov.  1889:  632-633. 

There  were  other  negative  voices  as  well: 


"I  do  not  think  there  is  the  slightest  chance  of  its  (electricity) 
competing,   in  a  general  way,  with  gas.     There  are  defects 
about  the  electric  light  which,  unless  some  essential 
change  takes  place,  must  entirely  prevent  its  application  to 
ordinary  lighting  purposes." 
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Remarks  by  Mr.  Keates ,  Minutes  of  Evidence  Taken  Before  the  Select 
Conunittee  on  Lighting  by  Electricity.     In  Report  from  the  Select 
Committee  on  Lighting  by  Electricity.     London,  House  of  Commons, 
1879.     p.  146. 


H .  ASTRONOMY 


The  field  of  astronomy,  as  well  as  other  scientific  areas, 
has  been  one  of  the  primary  victims  of  denouncement  and 
persecution.     The  concept  of  Earth  being  the  center  of  the 
universe  was  a  hard  one  to  change,  and  Giordano  Bruno  was 
burned  as  a  heretic     of  Rome  for  supporting  Copernican 
theory.     Galileo,   inventor  of  the  telescope,  did  not  fare 
very  well  either. 


Galileo  was  summoned  before  the  Inquisition  of  Rome  and  after 
deliberations  rendered  their  unanimous  decision  as  follows: 
"The  first  proposition,   that  the  sun  is  the  centre  and  does 
not  revolve  about  the  earth,   is  foolish,  absurd,   false  in 
theology,   and  heretical,  because  expressly  contrary  to  Holy 
Scripture";   and  "in  second  proposition,  that  the  earth  is 
not  the  centre  but  revolves  about  the  sun,   is  absurd, 
false  in  philosophy,  and,   from  a  theological  point  of  view 
at  least,  opposed  to  the  true  faith." 

White,  Andrew  D.  A  History  of  the  Warfare  of  Science  with  Theology 
in  Christendom.  New  York,  Dover  Publications  [1960]  (originally 
published  in  1896),  p.  137. 

A  less  than  scientific  analysis  of  whether  Jupiter  had  moons 
went  as  follows: 


"Jupiter's  moons  are  invisible  to  the  naked  eye,  and  therefore 
can  have  no  influence  on  the  earth,  and  therefore  would  be 
useless,  and  therefore  do  not  exist." 
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Contemporaries  of  Galileo  who  followed  the  teachings  of  Aristotle. 
In  Williams-Ellis,  Amabel.    Men  Who  Found  Out.    New  York, 
Coward-McCann , [1930]  p.  43. 


I.   AVIATION  AND  SPACE  TRAVEL 

On  a  par  with  astronomy  in  amount  of  ridicule  and  disbelief 
were  the  fields  of  aviation  and  space  travel.     These  concepts 
were  the  realm  of  science  fiction  a  mere  75  years  ago,  although 
they  are  now  accepted  by  most   (some  people  still  think  the 
moon  landings  were  staged  in  Arizona,  however). 

Concerning  Samuel  Langley's  airplane  experiments 
shortly  before  the  Wright  Brothers'   successful  flight, 
the  New  York  Times  wrote: 


"We  hope  that  Professor  Langley  will  not  put  his  substantial 
greatness  as  a  scientist  in  further  peril  by  continuing  to 
waste  his  time,  and  the  money  involved,   in  further  airship 
experiments.     Life  is  short,  and  he  is  capable  of  services 
to  humanity  incomparably  greater  than  can  be  expected  to 
result  from  trying  to  fly. . . .  For  students  and  investigators  of 
the  Langley  type  there  are  more  useful  experiments." 

New  York  Times  editorial  page,  Dec.  10,  1903. 


On  Robert  Goddard's  pioneering  work  in  rocketry: 


"That  Professor  Goddard  with  his   'chair'   in  Clark  College 
and  the  countenancing  of  the  Smithsonian  Institution  does 
not  know  the  relation  of  action  to  reaction,  and  of  the  need 
to  have  something  better  than  a  vacuum  against  which  to 
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react  --  to  say  that  would  be  absurd.     Of  course  he  only 

seems  to  lack  the  knowledge  ladled  out  daily  in  high  schools..." 

New  York  Times  editorial,  Jan.  13,  1920. 


As  a  point  of  interest,  the  Times  ran  a  correction  on  that 
opinion  as  Apollo  11  headed  for  the  moon: 


"It  is  now  definitely  established  that  a  rocket  can  function 
in  a  vacuum.     The  Times  regrets  the  error." 

New  York  Times  editorial,  July  17,  1969. 


Before  the  successful  flight  of  the  airplane,  there  was 
great  debate  over  whether  the  thing  would  fly,  and  if  it 
did  get  up,  how  would  it  get  down. 


"And  granting  complete  success , imagine  the  proud  possessor 
of  the  aeroplane  darting  through  the  air  at  a  speed  of 
several  hundred  feet  per  second!     It  is  the  speed  alone 
that  sustains  him.     How  is  he  ever  going  to  stop?     Once  he 
slackens  his  speed,  down  he  begins  to  fall.     He  may,  indeed, 
increase  the  inclination  of  his  aeroplane.     Then  he  increases 
the  resistance  necessary  to  move  it.     Once  he  stops  he  falls 
a  dead  mass.     How  shall  he  reach  the  ground  without  destroying 
his  delicate  machinery?" 

Newcomb,  Simon.     Outlook  for  the  Flying  Machine.     The  Independent, 
Oct.  22,  1903:  2511. 

Even  after  the  principles  of  air  flight  had  been  proven,  there 

were  scoffers  who  did  not  realize  its  future  potential. 


"The  popular  mind  often  pictures  gigantic  flying  machines 
speeding  across  the  Atlantic  and  carrying  innumerable 
passengers  in  a  way  analagous  to  our  modern  steamships.... 
It  seems  safe  to  say  that  such  ideas  must  be  wholly  visionary, 
and  even  if  a  machine  would  get  across  with  one  or  two  pas- 
sengers the  expense  would  be  prohibitive  to  any  but  the 
capitalist  who  could  own  his  own  yacht." 
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Pickering,  William  H.   (astronomer).     In  Clarke,  Arthur  C.  Profiles 
of  the  Future.     New  York,  Harper  and  Row     [1962]     p.  3-4. 

The  "popular  mind"   seemed  to  have  a  better  grasp  of  the 
situation  than  the  scientist  in  this  case. 

Even  the  military  was  lax  in  accepting  the  possibilities  of 
Goddard's  work.     Witness  the  following  letter  from  Brigadier 
General  George  H.   Brett,   Chief  of  Material,   U.S.  Army  Air 
Corp  to  the  father  of  American  rocketry: 

"The  proposals  as  outlined  in  your  letter ...  have  been  carefully 
reviewed. . . .  While  the  Air  Corps  is  deeply  interested  in  the 
research  work  being  carried  out  by  your  organization ...  it 
does  not,  at  this  time,   feel  justified  in  obligating  further 
funds  for  basic  jet  propulsion  research  and  experimentation...." 

Lehman,  Milton.     This  High  Man,  the  Life  of  Robert  H.  Goddard. 
New  York,  Farrar,  Strauss,  and  Co.     [1963]     p.  310. 

The  examples  could  continue  endlessly,    for  our  civilization 
has  been  one  of  choosing  alternatives  and  forecasting 
consequences.     It  is  hoped  that  the  above  exercise  provided 
some  entertainment,  as  well  as  a  sense  of  perspective  for 
dealing  with  the  numerous  choices  that  continuously  have  to 
be  made.     Futures  forecasting  can  provide  a  framework  within 
which  to  make  those  choices* 
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